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A transition age often has a peculiar charm for the student 
of history, for side by side with the phenomena of social decay 
the phenomena of social reorganization and of progress are 
usually to be found, slowly constructing new institutions and 
forming a new social texture. The ninth century saw the dis- 
solution of the Carolingian empire and the formation of a 
new Europe. The large lines of this history have been clearly 
established, but one chapter in the transition—the history of com- 
merce in France during the ninth century—has not yet been 
written. Every writer upon the subject seems tacitly to have 
assumed the almost total destruction of commerce and cessation of 
trade for the hundred and sixty years between 840 and 1000." Yet 


1 For example, Levasseur, the latest historian of the commerce of France, leaps 
with a stroke of the pen from the death of Charlemagne to the year 1000 and begins 
again: “a la date fatale et si longtemps redoutée de l’an mille,” etc.—the old exploded 
legend of the alleged terrors of the millennial year (Histoire du commerce de France, 
1911, I, 51); Freville (Mémoire sur le commerce maritime de Rouen, 2 vols., 1857, I, 48) 
cites but three scattered data for the history of commerce from the accession of Charles 
the Bald (840) to the beginning of the rule of Richard II of Normandy (1002); Klein- 
clausz (in Lavisse, Histoire de France, tome 2, pte. I, p. 382) assumes the total inter- 
ruption of trade in France in the last half of the ninth century. Neither Michel 
(Histoire du commerce de Bourdeaux, 2 vols., 1857) nor Malvezin, the author of a 
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at least one provision of the momentous treaty of Verdun was 
dictated by economic considerations." 

The deeper we penetrate into the details of the history of this 
period the more we must qualify the ancient and sweeping judgment 
of the Benedictine scholars of the eighteenth century that “as to 
culture, politics, and commerce there are few monuments which 
can instruct us.”* Meager as the sources are and hard as the age 
was, the ninth century, nevertheless, retained more remnants of 
civilization than has been usually supposed. 

It is all the more singular that this erroneous idea of the complete 
interruption of commerce between the death of Charlemagne and 
the accession of Hugh Capet should still prevail, since the exaggera- 
tion in the old monkish chronicles of the appallingly destructive 
nature of the Northmen invasions was long ago pointed out by 
Mabille.2 But he was writing the odyssey of the relics of St. Martin 
and did not dwell upon the idea, which, though novel then, today 
is a commonplace. Economic history in recent years has shown 
that the Norse invasions were the most powerful stimulus to 
mediaeval trade before the crusades. 

“The northern vikings were not only wild sea-rovers, they were 
also enterprising merchants who sought to get riches in every way. 
. . . . Although the sources for the history of this time are very 
scant, we still see in them what an intense commercial activity 
prevailed in the ninth, tenth, and eleventh centuries, especially 
in the north.” So wrote Professor Bugge in a notable article in 


two-volume work with the same title, published in 1892, has a line on the commerce 
of the south of France between 814 and 1000; Fagniez (Documents relatifs @ l'histoire 
de V'industrie et du commerce, 2 vols., 1898) has three interesting pages upon industry 
in the ninth century (I, xxx—xxxii), but nothing on commerce. Pigeonneau (Histoire du 
commerce de la France, 2 vols., 1884) alludes to only one specific fact of commerce dur- 
ing this neglected period (I, 104). 

* “Hludovico . . . . orientalia [sc. regna cesserunt] scilicet omnis Germania usque 
Rheni fluenta et nonnullae civitates cum adjacentibus pagis trans Rhenum propter 
vini copiam” (Regino 842). As late as 836 Frisian merchants were buyers of wine in 
Alsace and in the valley of the Neckar (Stalin, Wirtemburg. Geschichte, I, 402). 


2 Devic et Vaisette, Histoire du Languedoc, III, 186. 


3 Mabille, “Les Invasions normands dans la Loire et les périgrinations du corps 
de St. Martin,” Bib. de l’école des chartes, Vie ser., tome 5, p. 149. 
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1906. But this study was focused upon the Baltic lands, England, 
and Russia,? and did not deal with the Northmen in France. 
Vogel, in his excellent work published in the same year, recognizes 
the great importance of the Northmen invasions for trade, and has a 
few scattered paragraphs upon the subject. But it still remains to 
follow the clue to this important phase of Northmen history, given 
long ago by Dudo when he puts in Rolf’s mouth the significant 
words: vendendi atque sequestram pacem petimus.4 

The Danes were old commercial acquaintances of the Saxons 
and Frisians, trading furs and wax for German iron, Friesland cloth, 
and wine from the Rhinelands.s The Life of Anskar, as I have 
elsewhere pointed out,® is richer in information about northern com- 
merce in the ninth century than even competent scholars like 
Cunningham and Vogel have perceived.’ 


“Die nordeuropaischen Verkehrswege im friiheren Mittelalter, und die Bedeu- 
tung der Wikinger fiir die Entwicklung des europaischen Handels und der europaischen 
Schiffahrt,” Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte, IV, Heft 2, pp. 227- 
73. Borély (Histoire de la ville de Havre, 1881, I, 60) has vividly described this Norse 
blend of piracy and commerce: ‘Ils sont campés a l’embouchure de la Seine; pendant 
plus d’un siécle ils y sont 4 demeure. [Ils ont fermé l’ouverture des criques avec des 
bateaux; au moyen de palissades, du coté de la campagne, ils ont établi une sorte de 
parc ov ils gardent leurs troupeaux de prissoniers; des baraques, de grossiéres con- 
structions, élevées sur les digues et le long des barres, recoivent le dépét de leurs rapines. 
. . . . Ils font le commerce, en effet, et ils trafiquent de tout ce qu’ils ont enlevé, des 
dépouilles des villes, de celles des églises et des monastéres, des hommes et femmes, des 
métaux précieux, de tout ce qu’ils entassent dans leurs magasins de brigandage.” Cf. 
Beazeley, Dawn of Modern Geography, I1, chap. 2; Doren, Kaufmannsgilden des Mit- 
telalters, p. 18. 


2 “*Wariger’ [Vary4g] bekanntlich der Name der Normannen in Russland be- 
deutet noch heute im Russischen ‘Wanderhindler.’ ”"—Vogel, Die Normannen und 
das frankische Reich, 1906, p. 234, note. 


3 Pp. 44-45, 62-63, 66-67, 233-34, 417-18. 


4 Historia Normannorum, Book II, chap. 7. Cf. William of Jumiéges, Book IV, 
chap. 16. The capitularies of Charles the Bald frequently prohibit traffic with the 
Northmen; cf. Bouquet, VII, 608; Frodoard, Hist. Eccles. Rem., IV, chap. 5; Annals 
of St. Bertin, 869. 


5 Vogel, p. 45; Bugge, Vesterilandenes Inflydelse, pp. 210-13. 
6 American Historical Review, XVIII, 499. 


7 Cunningham, English Industry and Commerce, I, 52, note, 5th ed., cites chaps. 
16, 19, 22, 28, 29, 41; Vogel, p. 45, only chap. 20, 24, 27. 
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The commercial prosperity of the empire of Charlemagne did 
not at once disappear when he died. The admirable coastguard 
system which he created only gradually declined. As late as 838 
we find Louis the Pious renewing the channel fleets.? The raids of 
the Northmen were not formidable to France before 841, nor did 
the Saracen corsairs become a grave danger till the reign of Charles 
the Bald. 

Frisia, whose wool-growing is known from high antiquity, was 
famous for its woolen cloth in Charlemagne’s time.‘ The Frisian 
cloth trade continued during the reign of Louis the Pious (814-401). 
It even endured throughout the period of the Norse inroads.s 
Dorestad (Wijk-bej-Duurstede) near Utrecht, perhaps the Bata- 
vodurum of the Romans at the point where the Kromme Rhyn or 
“Crooked Rhine” diverges from the Lek, was the chief emporium 
of the Low Countries in the ninth century,‘ the tolls of which are 


? For this system see Ronciére, “La Civilisation maritime au [Xe siécle,” Le Moyen 
Age, 1897, p. 3; Richter, Annalen des deutschen frankischen Reichs-Geschichte, I, 654; 
Waitz, Deutsche Verfassungsgeschichte, IV, 616-17. 

2 Diimmler, Gesch. d. dsfrank. Reichs, 2d ed., I, 196. We find Louis legislating for 
the maintenance of the fleet in 815, 820, 821, 835, 837, 838 (Waitz, IV, 617, note). 

3 Marseilles was plundered in 848 (Poupardin, Le Royaume de Provence sous les 
Carolingiens, p. 248). 

4See Wiliibald, Vite S. Bonifacii, chap. 4, sec. ii, Liudger; Vita Greg. abbat. 
Traj., in M.G.H. SS., X, 71; Alcuin, Carmina IV. ad amicos poetae, V, ii, in M.G.H. 
PP. 221; Monk of St. Gall, Book 2, chap. 34. All the substantial literature on the 
subject of early Frisian cloth-making is reviewed by Pirenne, “ Draps de Fris ou draps 
de Flandre?” Vierteljahrschrift fiir Sozial- und Wirtschaftsgesch., VII, 308-15. 

5 Doren thinks it not unlikely that the local Schuézgilden in Flanders and northeast 
France, in restraint of which Louis the Pious legislated in 821 (‘De conjurationibus 
servorum,” Baluze, I, 775) were partially effective in preserving life and property at 
this time (Kaufmannsgilden des Mittelalters, pp. 13-14). 

6 Ermoldus, In laudem Pippini elegia, IA, vss. 119-20; In honorem Hludovici libri 
IV, Book 4, vss. 611-14, “multimodasque dapes”; Rinbert, Vita Anskavi, chaps. 7, 
20, 24; Wandebert of Priim, Miracula S. Goaris, chaps. 27-28 in M.G.H.SS., Il, 
747; Annals of Xanten, p. 834, “nominatissimum vicum”; cf. Parisot, Le Royaume de 
Lorraine sous les Carolingiens, p. 57; Vogel, pp. 66-67; Soetbeer, Beitrdége zur Geschichte 
d. Geld- und Munswesens in Deutschland, IV, 301. 

The doctoral dissertation of Hans Wilkens, Zur Geschichte des niederlandischen 
Handels im Mittelalter (Géttingen, 1908), Erster Theil, is a marvelously complete 
survey of the commerce of the Low Countries from the eighth to the eleventh century. 
The whole work is printed in Hansische Geschichtsblatter, Band XIV und XV (1908-9). 
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specially mentioned.t Maestricht on the lower Meuse and the 
abbeys of St. Wandrille in Térouanne and St. Riquier near Abbe- 
ville were also important places of cloth manufacture.? Even in 
the depth of the ninth century, though Dorestad was five times 
visited by the Northmen and twice burned,’ the Frisian cloth trade 
yet survived.* A colony of Frisian merchants is found in Worms 
in 829,5 and another in Mainz in 886,° where the trade routes of the 
Danube and from Lombard Italy converged, and which was the 
commercial center of the Rhine lands in the Carolingian and Saxon 
periods.’ ; 

Farther down the channel coast was the port of Quantovic,® 
the Calais of the time.’ Between these two places, of less impor- 
tance but still called an emporium,” lay Witlan, on the estuary of 
the Meuse, a tiny Antwerp. 


t See Vogel, p. 67, note. 

2 Einhard, Translatio S. Marcellini, IV, chap. 13, in M.G.H. SS., XV, 261; Con- 
stitutions of Ansegius, abbott of St. Wandrille, who died in 833, in M.G.H.SS., II, 299; 
Hariulf, Chronique de St. Riquier, ed. Ferdinand Lot, p. 308. The text probably dates 
from 831. 


3 Parisot, pp. 57, 61. 


4 Annals of St. Bertin, 863; Annals of Xanten, 863; Parisot, p. 327; Diimmler, 
II, 48, note. 


5 Schulte, Geschichte des mittelalterlichen Handels und Verkehrs, 1, 78, n. 7. 


6 Annals of Fulda, 886, ‘Optima pars Mogontiae civitatis, ubi Frisones habi- 
tabant”; cf. Schulte, I, 78, note; Vogel, p. 66,n.1. These merchants are probably 
alluded to by Ermoldus under the term “marini” (Pirenne, of. cit., p. 313). There is 
a street in Mainz still called Friesenstrasse; other cities in Northwest Germany also 
have streets of this name (Doren, p. 19, n. 3). 


7 Cologne did not outstrip Mainz in commercial importance until the eleventh 
century (Doren, op. cit., p. 79). Under the Saxon emperors Mainz is “urbs nobilis et 
opulenta” (Vita Brunonis, chap. 16); the “regia civitas’” (Contin. Regino, in 
M.G.H.SS., 1, 622). 


8 Two kilometers northwest of Etaples. 


9“ Her was michel wahlsliht, on Lundenne, on Cwantawic, on Hrofesceastre” 
(Anglo-Saxon Chronicle, 839). For the port dues see the references in Vogel, p. 89, 
n. 3. There was a royal mint there under Charles the Bald (Edict. Pist., 864, 
sec. 12). 


% Annals of St. Bertin, 836; Annals of Fulda, 836; Annals of Xanten, 836. 
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Brittany’s peninsular shape early exposed it to the Northmen,' 
who must have occasionally interrupted the trade relations of the 
lower Loire region with Brittany, Gascony, and Ireland, which were 
considerable from before the days of Charlamagne.? Yet the salt 
trade of the Poitevin coast, the Biscayan fisheries, and even the 
Breton-Irish trade continued through the ninth century. Evi- 
dently also the trade of Brittany by sea with the south coast of 
France must have survived at least until the end of the ninth 
century. The Monk of St. Gall would not have said that the Norse 
ships which invaded the harbor of Narbonne were mistaken for 
Breton vessels without reason.* But it is impossible to cite many 
details of Brittany’s commerce in late Carolingian times. The most 
specific reference is a charter of 848 concerning the rights of the 
Lord of Bains over merchants and merchant shipping at the mouth 
of the Oust, in the time of Duke Nominée. The monks of Ballon 
and Busal claimed a part of the ¢onlieux levied upon merchants and 
shipping in the Oust in virtue of an early grant which could not be 
produced. The duke, failing the evidence of written record, 
summoned the oldest inhabitants of the four parishes involved, who 
declared that from time out of mind the rights of navigation had 
belonged to the Seigneur of Bains and not to the abbots of Ballon 
and Basal.’ May not a similar commercial activity be assumed for 
other Breton ports and écluses, of which there were many ?° 

t The monastery of Noirmoutier on an island near the mouth of the Loire River 
suffered as early as 819, so that in summer the monks removed to the mainland. In 


836 the body of St. Philibert was removed inland to Deas, which became a new and 
somewhat important place of trade (La Borderie, Histoire de Bretagne, II, 301, 305, 
note). 

2 See Vita S. Philaberti, chap. 27, for a “‘navem cum oleo . . . . quae a Burde- 
galensi urbe veniens . . . . 40 modios ipsius deferebat liquoris.”” It must have 
been olive oil, for it was eaten with bread (chap. 26). In chap. 28 there is mention of 
“Brittones nauticae”; in chap. 29 of “‘naves Brittonicae morarentur in litore” and 
of “‘Scottorum [i.e., Irish] navis diversis mercimoniis plenus ad litus affuit, quae 
calciamenta ac vestimenta fratribus larga copia ministravit.” Again in the Miracula 
S. Philiberti, chap. 81, we find “Brittaniae naves . . . . negociandi gratia devenisse 

. hegotio quippe expleto cupiunt reverti” (Monuments de V’histoire des abbayes 
de S. Philibert, ed. Poupardin, pp. 16-17, 54). 

3 La Borderie, II, 315-17; Vogel, pp. 62-63. 4 Bouquet, V, 130. 

5 Cartulaire de Redon, No. cvi and Prolég., p. ccxiv. 

6 For a list see ibid., Prolég., p. ccxiv. 
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A greater misfortune to the commerce of Nantes and the lower 
Loire country than occasional forays of the Northmen was the bitter 
feud between the Franks and the native Bretons for domination 
there.’ Count Lambert and the Breton duke Erispée each sought 
support from the Northmen.? The strife naturally drew the church 
into the vortex, the duke sustaining one candidate to the bishopric 
of Nantes, the king another. In the end the latter’s protégé was 
given the archbishopric of Tours instead (885 or 886). The 
victorious bishop Actard was given half of the port dues (tonlieux) 
of Nantes,’ but later was driven out by Salomon, the successor of 
Erispée. The exile avenged himself by endeavoring to ruin the 
commercial reputation of Nantes, falsely representing that the city 
had been utterly destroyed by the Northmen in 853 and picturing 
it, in 868, as still in utter desolation, whereas their occupation in 
853 was a mere episode and Nantes by 868 had resumed its former 
commercial prosperity.’ The real ruin of Breton commerce occurs 
after the death of Alain le Grand in go7. 

The north and northwest coast of the Frankland suffered from 
intermittent and increasing forays by the Northmen.’ But down 
to the death of Louis the Pious in 840 the interior trade of the coun- 
try certainly was little affected by them. On March 21, 841, 
Charles the Bald crossed the Seine with his army in the campaign 


* La Borderie, II, 75-79. 

2“Franci volebant per vim totam Britanniam occupare” (Vita S. Conwoion, in 
Mabillon, Acta O.S., p. 202). 

3 For the text of the charter see Chroniques de Nantes, ed. Merlet, pp. 46-47. 
Crowds of pilgrims were in Nantes in 843 (ibid., p. 16). 

4 La Borderie, II, 105. Actard worked upon the sympathies of Charles the Bald 
by this tale, who wrote to Nicholas I: “Civitas olim florentissima, nunc exusta et 
funditus diruta reducta per decennium cernitur in eremum”’ (Bouquet, VII, 559). 

5 For the commerce of Noirmoutier see Translatio S. Mauri, chap. 8, in M.G.H.SS., 
XV, 469: “Nauclerus cujusdam ratis ex his quae mercibus inservientes magnis 
quaestibus oneratae sursum per Ligerim adscendere solent.” The list of rich gifts 
donated to the church of Nantes by Salomon in 869 further confirms this evidence of the 
prosperity of Nantes. See La Borderie, II, 106-7; Cartulaire de Redon, Prolég., 
p. lxvii and p. 189. 

6 The earliest complaint of the interruption of cross-channel communication is in 
846 in Letter 71 of Loup de Ferriéres, in which he complains: “intermissa Transmari- 
norum cura.” The allusion is to the interruption of pilgrim travel, but the same 
complaint would apply to commerce. 
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which culminated in the battle of Fontenay (June 25, 841) on 
twenty-eight merchant ships which were brought up stream to 
Rouen from the embouchure of the Seine, and had escaped the 
destruction of all other river craft by Lothar’s agents.‘ Before 
the civil wars of the Carolingian princes, with which the penetration 
of the Northmen into the interior of the realm coincides, the cities 
of Central France probably still largely lived the life they had 
enjoyed under Charlemagne. The Life of St. Philibert by Falcon 
written in the ninth century, describes Poitiers as a populosa civitas. 
Chartres is similarly characterized even in the first quarter of the 
tenth century.’ Hilduin, abbot of St. Denis, who died in 842, in 
a Life of the saint which he wrote, is certainly picturing the Paris 
of his own time more than that of the emperor Domitian in the 
words: “Parisiorum civitas, ut sedes regia ... . constipata 
populis, referta commerciis ac variis commeatibus, unda fluminis 
circumferente.”* Adrevald, a monk of Fleury, who died in 878, is 
quite as eloquent: “Quid Lutetia Parisiorum nobile caput, re- 
splendens quondam gloria, opibus, fertilitate soli, incolarum 
quietissima pace, quam non immerito regum divitias, emporium 
dixero populorum.”s’ Aimon, a monk of St. Germain-des-Prés, 
describes Paris after the first capture of the city by Ragnar Lobdrog: 
“Urbem quondam populosum ... . opiniatissimam Parisiorum 
civitatem.”® The guondam in each of these two quotations testi- 
fies to the city’s injury. Yet even in the height of the invasions, 
in spite of four visitations and a long and terrible siege, the com- 
merce of Paris survived. The Northmen’ never penetrated but once 


* Nithard, Book II, chap. 5. The date is derived from the Chron. of St. Wan- 
drille in M.G.H.SS., U1, 301. 
2 Chap. 50. 3 Cartulaire de St. Pére de Charires, I, 2. 


4 Quoted by Favre, Eudes, roi de France, p. 22, 0. 4. 

5 Miracula S. Bened., chap. 33, in M.G.H.SS., XV, 494; cf. Favre, p. 22; Vogel, 
p. 108, n. 3; Flach, Les Origines de l’ancienne France, III, 219, note. 

§ Mirac. S. Germani in Mabillon, Acta Sanctorum saec., III, tome 2, pp. 106, 109. 


7 See the long note by Lot, “‘La grande invasion normande de 856-62,’ Bib. de 
Vécole des chartes, 1908, LXTX, 12-23. 

Ninth-century Paris was composed of the Cité and the faubourgs. The latter 
were pillaged and burned several times, being without defense—defensionis destitutos, 
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into the Cité. The faubourgs' suffered severely in 845, 856, 861, 
865, 885-86. But the Parisians always followed the same tactics, 
abandoning the banks to devastation and seeking refuge on the 
island. Here monk and priest, merchant and craftsman sought 
asylum. That the commerce of the city was not wholly destroyed 
we know from the circumstance that in January, 861, when the 
Northmen, who were established on the Isle of Wessel in the lower 
Seine, made an unexpected raid in the dead of winter, some mer- 
chants were captured by them.? War and commerce with the 
Northmen went hand in hand. A curious bit of information in the 
Annals of St. Bertin for 865 shows this. In that year both banks 
of the Seine were patrolled by squadrons of cavalry. The division 
on the left bank did its duty and repulsed a force of 500 Northmen 
bent upon Chartres along the old Roman road out of Rouen. On 
the right bank Count Alard failed in vigilance and a detachment of 
250 penetrated to the environs of Paris in search of wine, but 
returned unsuccessful. 

In some places trade seems even to have been considerably 
stimulated by the invasions. The Norse armies were dogged by 
adventurous peddlers‘ and merchants, and much of their booty must 


have been disposed of soon after its taking. The capitularies 


says Aimon. When it is said that the Northmen took Paris in 845, 856, 861, 866, it 
simply means that the faubourgs were plundered. The same is true of Rheims in 
882. Labande (Histoire de Beauvais et de ses institutions, 1892) has compiled a list 
of 23 important towns in France where there was a suburbium. One of the texts is 
of the eleventh century; four are of the tenth; the rest are of the eighth and ninth 
centuries—a significant fact. See Lot, Le Moyen Age, 1898, II, 322-26, and compare 
this article infra. 

* The faubourgs on the right bank, the more important of the two, were chiefly 
peopled by artisans and small tradesmen, most of them probably dependent upon the 
abbeys of St. Gervais, St. Merri, St. Germain le Rond, St. Laurent, and the church 
of St. Martin des Champs (Favre, Eudes, roi de France, p. 21). But free workmen still 
survived in France. The Edict of Pistes (864) shows it (§ 20) though they un- 
doubtedly tended to diminish. See Keutgen, Aemter und Ziinfle, pp. 43-44. 


2 Annals of St. Bertin, 861. 
3 Cf. Lot, “‘Mélanges Carolingiens,” Le Moyen Age, 1905, IX, 7. 


4In Vita S. Germani, Mabillon, AASS., III, 2, p. 100, is a reference to a peddler 
who traveled with a single ass “quem de civitate in civitatem onustum ducens, 
quidquid in una villa emebat, carius vendere satagebat in altera.” 
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abound with prohibitions of sale to the Northmen, especially of 
arms and horses.' 

But sometimes the commercial relations of the Norsemen 
savored of greater refinement. For example, in 873, when Lud- 
wig the German was at Biirstadt near Worms, Siegfried the Danish 
king and co-ruler with his brother Halfdan—they were sons of 
Horich II of Denmark—came thither ‘“‘pacis faciendae gratia 

. . . et ut negotiatores utriusque regni . . . . mercimonia . . 
emerent et venderent pacifice.”? In the same year the Northmen 
of the Loire agreed to evacuate Nantes on a fixed day, and not to 
commit plunder or pillage, provided that in the meantime their 
market was unmolested.’ In 882, during the negotiations which 
followed Charles the Fat’s siege of Elsloo, the gates of the Norse 
camp were thrown open and some of the Franks ventured in for 
purposes of trade.‘ 

The enormous amount of plunder secured by the invaders seems 
often to have made markets spring up, as it were, over night. 
Article 19 of the capitulary of Pistes in 864 shows this. In it 
Charles sought to ascertain what markets formerly existed; whether 
with or without royal sanction; and what mew ones had been 


recently opened.’ Evidently commerce could not have suffered 
everywhere, but on the other hand in many places must have been 


* E.g., Capit. pist., p. 864, sec. 25; mercatores ac scuta vendentes imperatorem 
et hostem sequebantur—Annals of St. Bertin, 876. Cf. Vogel, p. 204; Dopsch: 
Wirtschafts-Entwicklung der Karolingerzeit, II, 190; Waitz, D.V.G., IV (2d ed.), p. 51. 
Frodoard (Hist. Eccles. Rem. Book II, chap. 20) gives an astonishing instance of this 
complicity even of Franks of highest station with the Northmen. During the civil 
wars Ebbo, archbishop of Rheims, and several other West Frank bishops espoused 
the cause of Lothar and were deposed. The renegade archbishop decamped for St. 
Vaast with the treasure of the church, “‘cum quibusdam Normannis, qui iter et 
portus maris ac fluminum mare influentium notos habebant . . . . noctu Remis 
aufugit . . . . et iter ad Normannos... . arripuit.” 


2 Annals of Xanten, 873. 
3 Annals of St. Bertin, 873. 4 Annals of Fulda, 882. 


5 Baluze, II, 182; cf. Lesne, Essai sur la législation économique des Carolingiens 
p.147. In Frodoard, Hist. Eccles. Rem., 1, chap. 20, is the case of a soldier who seized 
the wine some villagers had stored in the church for safety, and started a tavern 
there—“ quasi tabernam constituens in eadem ecclesia, paribus suis illud vendere 


coepit.” 
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stimulated. The Northmen undoubtedly disturbed things seri- 
ously, but often sold their booty in the land. New markets must 
have arisen through the decay of old ones or by the change of loca- 
tion in the case of established places too greatly exposed.t We 
have a particular instance of this kind of thing in the grant made by 
Charles the Bald to Robert the Strong of a considerable number of 
possessions on the right bank of the Loire River near Tours, among 
them Briga, where later the fair of St. Bartholomew arose, and the 
church of St. Symphorian, with a harbor. The market there and 
the harbor duties were a profitable source of revenue.” 

Again: the immense sums of money which the Northmen 
extorted from the coffers of the church and the nobles in the form 
of Danegeld must sometimes have had a tonic effect upon trade. 
Since the decline of the Roman Empire Gaul, in common with 
all the West, had experienced an enormous reduction in the amount 
of currency in circulation. Most of it had been drawn off to the 
East, or else hoarded. Now it was forcibly brought into the light 
of day. Clipped or counterfeited as much of the coin was, it yet 
seems to have stimulated exchange, and Charles’s endeavors to 
purify and to regulate the coinage and to establish a uniform system 
of weights and measures may reasonably be taken as the symptoms 
of an awakening trade.’ 

Almost all writers who have dealt with the age of Charles the 
Bald have somewhat unwarrantably assumed that the legislation 
of the king everywhere testifies to the degradation of the govern- 
ment and the dissolution of society. Yet it is significant that the 
legislation about bridges before 862 is purely commercial and does 
not deal with the defense of the realm.4 May not Charles’s legisla- 


* Cf. Kalckstein, Robert der Tapfere, p. 93. 

2 Ibid., p. 18. 

3 Capit. pist., sec. 20; cf. Keutgen, Aemter und Ziinfte, p. 122. Even localities 
with rights of immunity were subject to these general trade regulations (Edict. Pist., 
864, § 8). 

4Lot, “Le Pont de Pitres,” Le Moyen Age, 1905, IX, 2, note. An example is 
Capit. Attin., secs. 4-5 (854). In 861 Charles undertook the erection of a bridge at 
Paris “pro totius utilitate regni . . . . de aerarii nostro scato”’ (Bouquet, VII, 568). 
Cf. Flach, I, 335, note. Bridge-builders were among the most skilled workmen of the 
time, and bridge-building was an ancient activity of the church. See the capitulary 
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tion with reference to markets, trade, etc., be an index of a revived 
commerce? To be sure the clergy—especially the monasteries— 
were the chief beneficiaries of this revival, since most fair and 
market concessions were made tothem.’ But the point is that there 
was an active commerce in France at a time when the commerce 
of the country is usually represented as having been almost totally 
destroyed. 

Charles, like his grandfather, held that the mercatus was the 
property of the crown. But in practice both granted concessions 
to the churches to establish markets upon their domains—annual, 
weekly, or otherwise. During the ninth century these markets 
increased greatly in number, but we have few particulars.* The 
cupidity of the clergy and the proprietary ambitions and usurpa- 
tions of the baronage undoubtedly inhibited the operations of com- 
merce, yet the multiplication of these tiny localities which are 
new indicates that a process of economic spontaneous generation, 
so to speak, was nevertheless at work. The donations of the crown, 
from one point of view, may be taken as a symptom of the decline 
of the royal prerogative of control of commerce. But from the 
other point of view they are evidences of a progressive, not a decay- 
ing, transition, in which society is adjusting itself to new social and 
economic conditions. The mere protection afforded by castles, 
palisades, and walls, whose rapid erection is a striking phenomenon 
of Lothar, I (854), in Baluze, II, 338, title 32: “‘De pontibus vero vel reliquis his 
similibus operibus, quae per antiquam consuetudinem ecclesiastici homines et per 
justitiam cum reliquo populo facere debent,”’ etc. 

Perhaps we have here a foreshadowing of the Fréres Pontifices of the twelfth and 
thirteenth centuries; cf. Levasseur, Hist. des classes ouvriéres, 2d ed., I, 193-94. M. 
Ferdinand Lot’s article cited above is very instructive on the history of early bridge- 
building; cf. also Favre, pp. 23-26. 

* Huvelin, Essai historique sur le droit des marchés et des foires, pp. 158-61; Levas- 
seur, Hist. des classes ouvriéres, 2d ed., I, 140 ff., and especially Imbart de la Tour, 
Des Immunités commerciales accordées aux églises. 

2 Examples of local markets are Beaulieu, 859; St. Urbain, 862, Mercatum— 
Witriniaco, Mercatum in villa Cormellias, a dependency of St. Denis. In the far 


South we find such grants at Narbonne, 843; Agde, 848; Urgel, 860. In Septimania 
and the March of Spain the king was prodigal of such gifts. See Imbart de la Tour, 


op. cit., p. 24, note; p. 28, note. 
3 Cf. See, Les Classes rurales et la régime domanial en France au Moyen Age, pp. 


102-3; Huvelin, pp. 171-73. 
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of this century, will not wholly explain the new order of things. 
M. Imbart de la Tour puts the case most admirably: 

Il serait non moins intéressant de savoir l’organisation intérieure de ces 
marchés ecclésiastiques. Nous voyons bien qu’ils formaient vis-a-vis du 
roi ou du comte de petits territoires privilégiés. Nous ne savons pas quels 
rapports s’étaient établis entre les moines et les marchands appelés sur leur 
domaine. Les taxes étaient-elles moins élevées? Aucun texte ne nous le dit. 
II suffisait peut-étre au marchand d’étre protégé contre les violences et les 
actes arbitraires des comtes ou des agents du fisc. Quand on voit les rapines 
exercées par les fonctionnaires royaux dans les pays qu’ils administrent, on 
comprend qu’echapper 4 leur juridiction était le plus grand des priviléges. 
Mais on peut croire aussi que, dans ces marchés soustraits au bannus du comte, 
se formérent de bonne heure une coutume, une jurisprudence, une procédure 
locale. Et c’est peut-étre dans ces immunités ecclésiastiques que le jus 
mercatorum a sa premiére origine. Ainsi s’expliqueraient quelques traits encore 
mal connus de la formation des villes monastiques. S’il est vrai que les civitates 
novae, dont parle l’édit de Pistes, soient ces agglomérations crées autour des 
couvents, c’est par le commerce et la coutume du marché que ces groupes se 
sont établis. .... C’est peut-étre dans les sociétés marchandes des abbayes 
qu’il faut chercher une des origines de la gilde, dans la constitution de leurs 
marchés, la genése d’une coutume nouvelle, dans le territoire méme oi ce 
marché est établis, la cellule d’ou sortirent sea cienienl des cités marchandes 
au douziéme siécle.* 


In three remarkable chapters M. Flach has shown the inter- 
action of those various elements which were so organic in mediaeval 
society—the religious, the military, the commercial—in the forma- 
tion of these ‘‘new towns” around the castles and the monasteries.” 
The sources for this enormous change in political organization and 
in social texture abound in the eleventh and twelfth centuries, 
and it is chiefly upon the history of this time that M. Flach dwells. 
But the beginnings of this fecund social process go back to the 
period of the Norse invasions and the anarchy of the tenth century. 
The deeper we penetrate into the details of the history of these 
two centuries the more we discover that this epoch was fertile in 
social origins, in the adjustment of society to new conditions, in the 
evolution of new institutions. If the sources are so few, it is not 
because the times were so barbarous that they kept no records, but 

? Op. cit., pp. 27, 29. 

2 Flach, op. cit., II, Book 3, chaps. 6-8; Levasseur, Hist. des classes ouvriéres, 2d 
ed., pp. 153-56. 











870 JOURNAL OF POLITICAL ECONOMY 


because the records have been destroyed. Fortunately enough 
have survived, however, out of the depth of the ninth century, to 
show the organic life of the age. The most notable examples of 
these “‘new towns” are to be found in the Northeast, in Flan- 
ders. Bruges, Bergues, and Ypres owe their origin to the con- 
centration of local society around a castle." But the same thing is 
observable in the far South, in Rouissillon, for example.? 

The churches, however, especially the abbeys, profited most in 
the changing order. Under their walls the important fairs were 
held; within their precincts and in their employ as commercial 
agents were merchants whose activities up and down the rivers of 
France are the connecting link between the early Middle Ages and 
the rise of urban communities in the eleventh and twelfth centuries.’ 
The origin of these trading franchises to bishoprics and monasteries 
goes back to Merovingian times, but the practice enormously 


* For Bruges see Johannis Longi Chronica Sancti Bertini in M.G.H.SS., XXV, 
768; or in Fagniez, Documents relatifs @ histoire du commerce et de l’industrie, I, No. 
95- For Bergues and Ypres see Chronicon Sithiense in Bouquet, IX, 74-75. The 
stones for the castle of Bruges were brought from the ruins of an old Roman town, 
locally reputed to have been destroyed by Attila (Chronicon monast. Aldenburgensis, 
ed. J. B. Malou, Bruges, 1840, pp. 34-36). 

2 Hist. du Languedoc, new ed., III, 112, note. Along the Mediterranean littoral, 
on account of the forays of the Mohammedan corsairs, whole villages were fortified 
(Brutails, Etude sur la condition des populations rurales du Rouissillon au Moyen Age, 
PP- 34-35)- 

The significance of the formation of these groups for the history of town origins 
has not escaped historians; for example, Pirenne, Nitzsch, and Schmoller. The first 
in particular is strongly inclined to find the origin of the commune in the “bourg”’ 
i.e., the suburbium, where traveling peddlers, merchants, and artisans came to settle 
around the castrum orcastle. This theory has been criticized as “much too schematic” 
by Lot in a review of Pirenne’s well-known article upon “Les Origines des constitu- 
tions urbaines au Moyen Age”’ (see Le Moyen Age, III, 90-94), and the provenance of 
the merchants, whether foreign (advenae) or not, is still a disputed question. The 
proposition seems to be truer of the Flemish cities than of others. 


3 The diplomas of Charles the Bald abound with references to the “factors”’ of 
the monasteries, e.g., Bouquet, VIII, 454-55 (St. Denis), 469-70 (St. Maur), 484-85 
(St. Germain des Prés). 

Loup de Ferriéres describes the building (in the winter of 851-52) of just such a 
barge as the monasteries must have used. It plied on the Loing, the Seine, and the 
Oise rivers. To construct it he had twenty trees shipped from Marnay in the 
diocese of Sens. Iron seems to have been the most difficult thing to get. See Epp., 
75, 111, and 113. 
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expanded under the Carolingians,’ especially under Charles the 
Bald. The eagerness with which the monasteries applied for port 
privileges along the rivers, even in the midst of the Northmen 
inroads, shows that the interior trade of France still was lucrative. 
In 843 the monastery of Cormery was given exemption from all 
tolls on the Loire, Seine, Marne, Sarthe, ‘‘et caetera flumina regni 
nostri’’;? in 852 St. Symphorian near Tours was given a port on 
each bank of the river; in 859 St. Germain d’Auxerre was absolved 
from every toll;* in the same year the monks of Beaulieu were 
given immunity from tolls and the right of a market ‘“‘in Suiniaco 
vico”;5 in 860 the church of Urgel was granted a third of all the 
revenues arising from commerce within the diocese;’ in 862 the 
monastery of St. Urbain established a weekly market with the 
king’s permission;’ in 864 St. Denis acquired the market rights in 
Pontoise;* in 867 St. Vaast acquired Berneval on the channel 
coast, a not unimportant port.? But St. Wandrille seems to have 
pushed the principle of nothing venture, nothing have to the farthest 
extreme, for in 853 this monastery actually acquired Caudebec as 
a port of deposit on the lower course of the Seine, right in the path 
of the Northmen.”° 

At convenient points along the rivers, for traffic by stream was 
greater than by land, these episcopal and monastic syndicates had 
warehouses or magazines for the deposit of merchandise, called 
areae casellae [Greek, kaséla], or patellae.™ 


t See the interesting account in Imbart de la Tour, op. cit., pp. 5-9. 


2 Bouquet, VIII, 450. 5 Ibid., p. 555. 8 Tbid., p. 590. 
3 Ibid., p. 520. 6 Tbid., p. 562. 9 Ibid., p. 604. 
4 Ibid., pp. 559-60. 7 Ibid., p. 584.  Thid., p. 522. 


™ Marculfi Formularum, Lib. II, No. 20: “‘vinditio de area infra civitate,” in 
M.G.H., Leges, V, 90. Cf. another example of the same word in Formulae Bituricenses, 
No. 1, ibid., V, 169; Formulae Turonenses, No. 43: ‘‘vinditio de area vel casa infra 
civitate..... Hoc est mea casa cum ipsa area, ubi posita est infra civitatem vel 
burgum”’ (ibid., V, 158). 

For examples of the use of word Patellae see M.G.H., Leges, 1, 243, 256. Brunner 
has attempted to elucidate the commercial terminology of these formulae in an article 
in Zeitschrift fiir Handelsrecht, XXII, 59-134. Eastern drugs and spices seem to have 
been an important article of commerce in these places. Du Cange, s.v. “area,” 
quotes from the Chartul. eccles. colleg. de leproso in Bourges, “‘Stalla seu logiae areae nun- 
dinarum: locus ubi apothecae seu officinae exstruuntur.” Of course the date of 
this charter is much later than the time we are considering, but the late use of the 
word may be a reminiscence of a much earlier practice. 
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As with commerce, so it was with industry. It prospered most 
under the wing of the monasteries. The thorny question whether 
the industrial corporations of the late Roman Empire survived the 
period of the barbarian invasion and contributed to the origin of 
the mediaeval gilds need not be considered here. But an important 
historical fact is that in the ninth century we find numbers of artisan 
groups attached to the abbeys, and in a less degree to lay manors. 
Sometimes the news of the founding of a new monastery drew such 
workmen in numbers, where there was employment for masons, 
stone-cutters, carpenters, tanners, dyers, fullers, etc.‘ The most 
notable example of such an industrial group in the ninth century 
is at St. Riquier, but there is evidence of other similar groups in 
Soissons,? in St. Denis and its dependencies,’ and at St. Bertin.‘ 

In the case of St. Riquier and St. Bertin the details are sufficient 
to show that the trades were grouped in “‘quarters”’ around the 
monastery—per ministeria, says the Chronicle of St. Bertin. At 
St. Riquier we find the street of the saddlers (vicus sellariorum), 
the street of the bakers (vicus pistorom), the street of the furriers 
(vicus pellificum), the street of the cobblers (vicus sutorum), the 
street of the vintners (vicus vinitorum), the street of the fullers 
(vicus fullinum), etc——eleven “quarters” in all. The whole 
industrial organization of a town in the ninth century is unfolded 

* Ordericus Vitalis, Book VIII, chap. 27: “In loco silvestri, qui Tiron dicitur 
coenobium in honore Sancti Salvatoris construxit. Illuc multitudo fidelium utriusque 
ordinis abunde confluxit, et praedictus pater omnes ad conversionem properantes, 
charitativo amplexu suscepit, et singulis artes, quas noverant, legitimas in mon- 
asterio exercere praecepit. Unde libenter convenerunt ad eum fabri, tam lignarii, 
quam ferrarii, sculptores et aurifabri, pictores et coementarii, vinitores et agricolae, 
multorumque officiorum artifices peritissimi.”’ 

2 The corporation of the shoemakers in 885, whose patron saints were St. Crispin 
and St. Crispinian, cited by Viollet, Imstitutions politiques de la France, III, 145, note 
from Collection Baluze, tome 379, folio 1. It seems to me that Keutgen, Aemter und 
Ziinfte, p. 59, underestimates the cloister industries of the ninth, tenth, and eleventh 
centuries. He gives the Cistercians the credit for this kind of development. But 
times had changed by the twelfth century. Considering the general economic decline 
of Europe after Charlemagne, was the industrial activity of the monasteries less in 
proportion than later? 

3 Bouquet, VIII, 577 ff. (862). 

4 Chron. Sancti Bertini in Bouquet, IX, 71, 75; Fagniez, Documents relatifs @ 
Vhistoire de Vindustrie et du commerce, I, Introd., p. xxxii. 

5 Levasseur, Hist. des classes ouvriéres, 2d ed., 1, 191, estimates St. Riquier to have 
had a population of 14,000. 
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in this document.' But it is notable that there is no evidence of 
an internal bond of association among the craftsmen of St. Riquier, 
although the industries seem quite differentiated. In the case of 
the shoemakers of Soissons, however, we find the tantalizing expres- 
sion clientala sutorum. Does this phrase imply a gild organization ? 
If so, it probably means nothing more than one of those fellowship 
associations (perhaps of German origin?) which the Carolingian 
legislation sought to suppress, and to which the well-known statutes 
of Hincmar allude.? 

These evidences of commercial and industrial activity in France 
in the ninth century belie the jeremiads of the monks of the time, 
and show that we must take their pictures of the terrible disorder 
with reservation. There was still a handful of merchants in Rouen 
when Normandy was ceded to Rolf.’ It is undeniable that the 
distress of the monasteries was frequently deliberately misrepre- 
sented in order to prevail upon the crown to enlarge their posses- 
sions. Hardship and misery the monks doubtless often endured, 
but it was a misery wholly relative. They suffered less than ordi- 
nary people and were amply compensated for their discomfort.‘ 


See Chronique de St. Riquier, ed. Ferdinand Lot, Appendix 7, pp. 306-8; ‘“Opi- 
dum ipsum varias artificum habebat regiones seu vicos, veluti totidem monasterii 
officinas” —A.A.S.S., Feb., III, 105; cf. Fagniez, I, Introd., pp. xxvii-xxxii; Prou, Le 
Moyen Age, 1896, pp. 43-45; Viollet, ITI, 145-46; Flach, II, 319-20. Mabillon 
piously points to this remarkable industrial activity at St. Riquier as a fulfilment of 
the famous 66th article of the Benedictine rule—Annales Ord. S. Bened., II, 333. A 
modern historian may justly believe that pence and profits were equal motives with 
piety. Miiller, Zur Frage des Ursprungs der mittelalterlichen Ziinfte, Appendix, thinks 
that this account of the Urbarium of St. Riquier is to be dated ca. 1126, instead of in 
the ninth century. He ascribes it to the reign of Louis VI, who ordained the statutes 
of a commune at St. Riquier in that year (Luchaire, Annales de Louis VI, No. 372). 

? See Fagniez, I, Introd., pp. xxxvi-vii; Lavisse, Histoire de France, II, 2, p. 336; 
Flach, IT, 374 ff.; Viollet, III, 146-47, gives the literature on this subject. 

The gilds were illicit corporations in Carolingian law, with the possible exception 
of goldsmiths and the marchands de l’eau of Paris and certain collegia in the far South. 
Charles the Bald established the proportion of one livre of gold to twelve of silver in 
the workmanship of gold and silversmiths (Edict. Pist., secs. 24, 26, in Baluze, II, 185). 

3 Dudo, cited by Frévilie, I, 86. 

‘“Totam enim paene sui reipublicae regni censum in hujusmodi expensis tribue- 
bat.”—Vita Hugonis Aeduensis, chap. 7; ‘Carolus Calvus . . . . erga cultum eccle- 
siae Dei fuit studiosissimus.”—Chron. S. Benign. Divion, ed. Bougaud, p. 98; cf. 
Sackur, Die Cluniacenser, I, 27, note. 
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Bourgeois pointedly has said that “‘the clergy with aid of false 
charters in general got more than they lost.’ 

Other valuable evidence of the commercial activity of France 
in this time is derived from the history of the Danegeld. Merchants 
were several times required to contribute to this imposition. In 
860 ‘‘Karlus rex exactionem de thesauris ecclesiarum et omnibus 
mansis ac negociatoribus etiam paupertinis’’? and in the next year 
these (or other merchants like them) were caught in a sudden raid 
of the Northmen near Paris, as we have already seen. In the same 
year Chappes, an important entrepét on the upper Seine, was 
pillaged.* In 866 the merchants again were assessed for a tenth.s 
The great exactio of Compiégne in 877, however, and the supple- 
mentary provisions to this ordinance made at Kiersey soon after- 
ward in the same year afford us the most detailed information 
regarding the classes of merchants found in France at this time. 
By the former both traveling and settled merchants were required 
to contribute to the Danegeld according to their fortune. The 
collection of the tribute proved a difficult matter, and six weeks 
later, at Kiersey, on June 14, 877, a fixed quota was exacted in 
addition from other merchants in the kingdom—a tenth (of their 
capital?) from the Cappi and Jewish merchants, and an eleventh 
from those who were Christian.’ 


* Bourgeois, Le Capitulaire de Kiersey, pp. 261-63, where he shows the hypocrisy 
even of Loup de Ferriéres. 

2 Annals of St. Bertin, 860. 

3 Lot in Bib. de l’école des chartes, 1908, LXTX, 46, n. 3, believes these merchants 
to have been the marchands de l’eau of Paris. The question of their identity is taken 
up farther on in this article. 

4 Loup de Ferriéres, Ep. 125: ‘‘Vastatis longe lateque celeberrimis locis, etiam 
sedem negotiatorum Cappas se petituros jactabant.” 

5 Annals of St. Bertin, 866. 

6 Exactio Nor is Constituta: “De negotiatoribus autem vel in civitatibus 
commanent juxta possibilitatem, secundum quod habuerint de facultatibus conjectus 
exigatur”’ in Baluze, IT, 258; M.G.H. Leges, II, 353, ed. Krause. 

M. Lot translates: ‘‘marchands ambulants et citadins.”—Le Moyen Age, 1905, 
IX, 14; cf. Lesne, I, 38. 

7“De Cappis et aliis negotiatoribus, videlicet ut Judaei dent decimam et 
negotiatores Christiani undecimam.”’—Baluze, II, 267; M.G.H. Leges, II, 361, ed. 
Krause. ; 
The Jews labored under unusual hardship, particularly from the fact that they 
could not recover debts from Frank subjects by process of law, though they were 
protected. See the act of Louis the Pious in Bouquet, VI, 650-51. 
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An enormous amount of interest attaches to the identification of 
each of these merchant groups. These marchands citadins of 877 
must be related to those merchants mentioned in 860, 861, and 866. 
With Paris as a base they traded through the Ile-de-France and 
Champagne, using the rivers as highways. At Chappes in the 
upper Seine, as will be shown, they probably touched the Trans- 
alpine trade. Were they the predecessors of those mercatores aquae 
Parisiaci, first officially recognized in 1121 in a charter of Louis 
VI?" M. Lot, I think with justice, calls the negotiatores mentioned 
in 861 marchands de l’eau.? If this is correct, then we have here 
evidence that the Parisian hanse had a continuous, if obscure, 
history from the ninth to the twelfth century. For years historians 
have teased their minds with wonder whether this association can 
have been descended from the old Roman nautae Parisiaci, one of 
the many corporations of rivermen to be found in the empire upon 
the Rhone, the Saone, the Durance, the Seine, the Loire, the 
Moselle, etc. Pigeonneau‘ believes in the probability. Luchaire, 
with more caution, has said: ‘La certitude absolue ne peut exister 
en pareille matiére, puisque le moyen de prouver qu’il y eu filiation 
directe entre ces marchands et les nautes parisiens de l’époque gallo- 
romaine fait encore défaut.’’s 

Picarda, in 1901, contended that the Roman corporation in Paris 
wholly disappeared, and that the origin of the Parisian hanse, whose 
earliest official recognition dates from Louis VI, is to be found in 
the critical state of Paris in the ninth century owing to the in- 
vasions of the Northmen and the military measures then taken.® 


* See Luchaire, Annals de Louis VI, No. 303. 

2 Bib. de l’é&cole des chartes, 1908, LXIX, 46, note. 

3 Fagniez, I, Nos. 24-28, 31; cf. Introd., pp. xi-xii; Desjardins, Géographie de la 
Gaule romaine, III, 260-64; Picarda, Les Marchands de l’eau, hanse parisienne, p. 18. 

4 Histoire du commerce de la France, I, 115, 2. 

5 Manuel des institutions frangaises, p. 357; Doren, p. 68, scoffs at the idea. 

6 “Tl est permis de croire que c’est vers la fin du IX siécle ou dans les commence- 
ments du Xe que la hanse a du se constituer..... Les ravages causés par les Nor- 
mands, sur le cours de la Seine, dans la région parisienne, vers 861, ont dd occasioner 
ces diverses mesures de précaution. .... Dés 865 des mesures énergiques furent 
prises par Charles le Chauve pour rétablir la sécurité sur le cours de la Seine... . . 
L’apparition de la hanse parisienne a été sans doute la conséquence de ces mesures 
d’ordre militaire.”—Picarda, op. cit., pp. 23-25. 
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Professor Pirenne, whose opinion concerning mediaeval urban 
origins is entitled to very great weight, and who has recently 
reviewed the evidence touching the origin of the Parisian hanse 
(A propos de la hanse parisienne des marchands de Veau-M danges 
d@’ Histoire offerts @ M. Charles Bémont, Paris, 1913, pp. 91-99), 
pronounces this thesis of Picarda “trop aventureuse et trop dénuée 
de preuves de rallier les suffrages,” and inclines to favor the con- 
clusion of Huisman (La Juridiction de la municipalité parisienne de 
Saint Louis 4 Charles VII, Paris, 1912), who finds the origin of the 
Parisian hanse in an association formed by the merchants of Paris 
after the Norman conquest of England in order to protect them- 
selves against the competition of Rouen, whose commerce was 
powerfully stimulated by the union of Normandy and England. 
The two theories are not mutually exclusive, but rather comple- 
mentary. I believe that the evidence of this article shows that 
the merchant group in Paris in the ninth century was more im- 
portant than Picarda surmised, and in so far his thesis is a reason- 
able one; and that the “‘ligue de protection économique constituée 
pour résister au développement commercial de Rouen,” which M. 
Huisman advocates, was only a closer formation of a previously 
existing merchant community in Paris. 

But can the continuity be traced farther back? May we not 
reasonably predicate of Paris what we know to have been the case 
at Verdun? Gregory of Tours relates at length how Theodoric, in 
or about the year 539, borrowed 7,000 gold pieces from negotiatores 
of Verdun cum usuris legitimis, through the instrumentality of the 
bishop, and how “those who transacted the business profited by 
the deal and even to this day are held in high esteem.’* Over 
four hundred years later, in 985, Richer describes the merchants 
of Verdun as living in a walled quarter of their own across the 
river, but connected with the city by two bridges.? 

* Historia Francorum, Book III, chap. 84. Cf. Loebell, Gregor von Tours und seine 
Zeit, pp. 28-29; Marignan, La Société mérovingienne, pp. 57-58; Fahlbeck, La Royauté 
et le droit royal des francs, p. 143; Coulanges, La Monarchie franque, p. 276. 

2 | |. . negotiatorum claustrum, muro instar oppidi extructum, ab urbe 
quidem Mosa interfluente sejunctum, sed pontibus duobus interstratis ei annexum.”— 
Historiarum Quatuor Libri, Book III, chap. 103; cf. Maurer, Geschichte der Stddtever- 
fassung, II, 34. 
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Now, as M. Camille Jullian has said, it is pure hazard that no 
inscriptions have been found to prove the existence of any corpora- 
tions of navicularii on the Garonne and the Meuse.' They are to be 
found on every other river of Gaul and there must have been such a 
group on the Meuse in Roman times,? considering the commercial 
importance of the stream.3 It seems to me that there is reasonable 
probability that this merchant group of Verdun which Gregory of 
Tours mentions in the sixth century, and Richer in the ninth 
century as of such importance, harks back to a Roman mercantile 
corporation once there. If this be so, then considering the greater 
importance and magnitude of Paris in the Middle Ages when com- 
pared with Verdun, and the demonstrated presence there in the 
ninth century of a merchant group of sufficient wealth to be taxed 
several times by the government, does not the continuity of the 
Parisian hanse from Roman to Capetian times appear more 
colorable than hitherto supposed ? 

It remains to discover the identity of the itinerant merchants 
who are mentioned in the Edict of Kiersey. It is today proved that 
in the history of the commercial development of both France and 
Germany in the early Middle Ages these “‘birds of passage’”’ were 
prior both in point of time and importance to settled merchants. 
In the ninth century town life was not yet sufficiently developed, 
market rights too ill defined, local regulation too unstable, to enable 
provincial trade to compete in importance with the more lucrative 
“through” trade. Even as late as the eleventh century this still 
seems to have been the condition in France, if one may draw an 
inference from the Treuga Dei, whose provisions aim to protect the 
person of merchants, but say nothing of established markets. A 


t Histoire de la Gaule, IV, 401, note. 


2 Walzing, Les Corporations professionales, II, 157. There are traces of surviving 
Roman corporations in the German codes. See Walzing, op. cit., II, 347. 

3“Tant que le commerce resta fidéle aux anciennes directions que lui avaient 
traces les voies romaines, il y eut 4 Verdun, 4 Neufchateau, une fréquentation notable 
de marchands, banquiers, changeurs, sur les routes qui, de Champagne et des Flandres, 
tendaient vers l’Allemagne du Sud et le Danube.”—Lavisse, Histoire de France, I, i, 
p. 219. 
4 Doren, pp. 26-27 and n. 2. 
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comparison of the exactio of Compiégne, which taxed those ner- 
chants whose seat was in Paris, with Art. 31 of the capitulary of 
Kiersey, shows the different estimation in which the two classes 
were held. The settled merchants were assessed juxta possibili- 
tatem, i.e., according to their means; the itinerant merchants were 
assessed a tenth and an eleventh respectively. 

A reading of Art. 31 of the capitulary discloses three kinds of 
traveling merchants—Christian merchants, Jews, and Cappi. Of 
these classes the mercantile activities of the Jews are so well known 
that no further consideration of them is necessary beyond, perhaps, 
observing that the number of Jewish traders in France at this time 
is likely to have been greater than usual, since in 855 Lothar I had 
banished them from his dominions. But who were the negotiatores 
Christiani in Art. 31? The marchands de l’eau of Paris cannot be 
meant, for they already had been taxed in the exactio of Compiégne. 
In spite of the fact that no one has yet ventured so to suggest, I 
have no doubt that Jtalian merchants are here intended, although 
no specific mention of them as such is made. 

The evidence for this belief is inferential, it is admitted, but it 
seems to me to have the color of probability. It partly rests upon 
the very close political relations between France and Italy which 
prevailed in the last years of the reign of Charles the Bald. These 
connections were closer and more intimate than is usually appre- 
ciated. The abbé Duchesne has aptly said, writing of the trouble 
of Pope John VIII, that ‘‘an Italian or a Roman felt quite at his 
ease at Arles, Vienne, Lyons, and even towns such as Rheims, Sens, 
St. Denis, and Tours were not altogether foreign to him. He was 
familiar with their names and traditions in his own language.’” 

In the ninth century the Italians — especially the Venetians — 
were the most prominent Christian traders in the West, and at 
this time (877) the relations between Italy and France were 
peculiarly favorable to intercourse between the two countries. 
Lothar I and Ludwig II had each recently made treaties with Venice 
providing for the free movement of her merchants through their 


t Waitz, IV, 344,n.8. The wine trade was largely in their hands and they were 
great purveyors of Levantine goods—silk, spices, perfumes, etc. 
2 Duchesne, Beginnings of the Temporal Sovereignty of the Popes, p. 171. 
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territories by road and river, subject to the payment of the cus- 
tomary tolls' and the emperor Ludwig II, in 854, had made a 
special effort to protect merchants and pilgrims to Rome (from 
beyond the Alps ?) from molestation.2 Heyd hazards the conjecture 
that Italian merchants possibly were purveyors of Levantine wares 
beyond the Alps as early as this, but the only reference he cites 
in support is mention of the presence of Lombard merchants at the 
fair of St. Denis in the reign of Dagobert, which is pointless for 
the eighth and ninth centuries. Since then Schulte has shown 
the commercial use of the Alpine passes in the tenth century, 
and that Venetian merchants monopolized the eastern trade at the 
fairs of Ferrara and Pavia. But the earliest source of information 
he cites for this opinion is Luitprand of Cremona, which is after 
the middle of the tenth century.* 

I have been fortunate in finding evidence on this head falling 
within the ninth century, which, so far as I can ascertain, has not 
been pointed out. It is a paragraph in the Life of Gerald of Aurillac, 
chap. 27, by Odo of Cluny, and pertains to the year 894. In that 
year Gerald went to Rome to see Pope Formosus in the interest of 
the abbey which he was about to found.’ Upon his return he 


* Waitz, IV, 59: “‘secundum antiquam consuetudinem.” 

2 Baluze, II, 345: “Eos qui Roman orationis causa pergunt, vel qui negotiandi 
causa per regnum nostrum discurrant.” 

3 Histoire du commerce du Levant, I, 93, n. 3. A letter of Alcuin, Ep. 213, 
seems to indicate that merchants from Italy were in Gaul in Charlemagne’s time: 
“‘hunc nostrum negociatorem Italiae mercimonia ferentem.” 


4Schulte, Geschichte des mittelalterlichen Handels und Verkehrs, I, 76, n. 1. 
Frodoard, Hist. Eccles. Rem., TI, chap. 8, gives a graphic account of the perils of 
Alpine traveling in 849. D’Arbois de Jubainville, Histoire des ducs et des comtes de 
Champagne, III, 230, thinks there were no Italian merchants in the north of France 
before the twelfth century. Yet in 1074 Gregory VII accused Philip I of despoiling 
Italian merchants. ‘Etiam mercatoribus, qui de multis terrarum partibus ad forum 
quoddam in Francia nuper convenerant—quod ante hoc a rege factum fuisse, nec in 
fabulis refertur—more praedonis infinitam pecuniam abstulit.”—Jafie, Monumenta 
Gregoriana, p. 115. The truth is that we know next to nothing about the commercial 
relations between Italy and France in these centuries. The acts of the counts of 
Champagne relative to Italy are still unpublished. Bourquelot’s Foires de Champagne 
is sadly out of date. The whole history of the Fairs of Champagne needs to be written 
on larger lines than it has yet been. 


5 Sackur, Die Cluniacenser, I, 38. 
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stopped at Pavia, the usual starting-place for travelers going over 
the St. Bernard Pass, and there fell in with some Venetian mer- 
chants. The extract is interesting and conclusive evidence of the 
presence of Venetian merchants who dealt in oriental stuffs at the 
Fair of Pavia in the ninth century." Schulte is skeptical of the 
journeying of Venetian merchants so early as this beyond the Alps 
and thinks that French and German traders found their point of 
contact in the Lombard cities, especially Pavia and Ferrara, on 
the ground that “‘in general the number of hands through which 
wares passed had much increased since antiquity.”” But it seems 
to me more probable that the Transalpine trade was plied by 
Italians than by Frankish merchants, and that Chappes was the 
place where the Italians changed wares with the Franks.’ Its 
location and the unusual importance attached to its merchants, who 
are particularly singled out in the edict, and are clearly distinguished 
from the Frank merchants taxed in the exactio of Compiégne, would 
seem to justify this view. 

It must be borne in mind that at this time the Alpine passes 
were not yet infested by the Saracens, but were open and much 
used in political and military affairs, at least, as Schulte has shown. 


“Cum aliquando ab urbe Roma rediens, Papiam praeteriret, haud procul castra- 
metatus est. Quod Venetii, vel alii quamplures illico cognoscentes, ad eum protinus 
exierunt. Jam enim per omne illud iter satis nobilissimus erat, et religionis atque 
largitatis causa apud omnes famosus. Cum ergo negotiatores, ut eis mos est, inter 
papiliones cursitarent, et si quispiam vellet aliquid emere, disquisissent, honestiores 
quidam ad senioris tentorium pervenerunt, et ministros interrogabant, si forte domnus 
comes [sic enim omnes appellabant eum] vel pallia, vel pigmentorum species emi juberet. 
Tum vero ipse vocans eos ad se: Quod, inquit, placuit, Romae licitatus sum; sed 
plane velim dicatis utrum bene negotiatus sim. Tunc jubet empta pallia coram afferri. 
Erat autem unum ex his pretiosissimum. Quod Venetius intuens, quaerit quidnam 
pro eo datum sit. Cumque summam pretii cognovisset: Vere, inquit, si Constanti- 
nopoli esset, etiam plus ibi valeret. Quo audito senior extimuit, quasi grande facinus 
exhorrescens. Cum vero dehinc quosdam Romeos sibi notos obviam repreisset, tot 
solidos eis commendavit, quot Venetius ultra datum pretium dixerat pallium valere, 
dans indicium ubi venditorem pallii reperissent.”—-Migne, Patrologia Latina, Vol. 
CXXXIII, col. 658. 

2 Schulte, p. 76. 

3 Soetbeer, FDG, Bd. VI, p. 10, keenly suggests that the inibi manentes in 
Edictum Pistense (864), Art. 8, refers to foreign merchants in France—‘sich dort 
aufhaltenden fremden Kaufleute.” Keutgen, Aemter und Ziinfte, p. 122, note, dis- 


agrees. 
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The favorite route from Italy into France was via Pavia, Ivrea, 
Aosta, over the Great St. Bernard,’ whence two ways diverged, - 
(1) via St. Maurice and Valais to Lyons; (2) via the lake of Geneva, 
Orbe, Pontalier, and the old Roman road to Besangon and thence 
to Langres and Champagne. Another route to Lyons was via 
St. Jean de Maurienne and Chambéry. 

Now in the last years of the reign of Charles the Bald the nexus 
between France and Italy was very close. Boso, who was soon 
to found the kingdom of Burgundy in the valley of the Rhone, in 
876 was the most powerful vassal of Charles, who had married his 
sister Richilde. In 870 the king gave him the abbey of St. Maurice- 
en-Valais and possession of the city of Vienne and the Lyonnais;? 
in 871 he conferred upon him the government of the whole heritage 
of Lothar in the Rhone valley; in 876 Charles, having assumed the 
imperial title, intrusted the government of Italy to him;} in 877 he 
received the reversion of the’ county of Bourges. Strategically 
Boso’s position was incomparable, for he was in possession of the 
two chief routes between Italy and France—the route via Valais 
and that via St. Jean de Maurienne, and was lord on both sides of 
the Alps. In addition he held two important places in the valleys 
of the Rhone and the Loire, namely Lyons and Bourges. Within 
his immediate territory lay the confluence of the Allier with the 
Loire and that of the Sdone with Rhone, the focal region of France 
from the point of view of communication between north and south 
or east and west. He was lord of Lyonnais and Berri; Bernard, 
the count of Auvergne, was his ally; he was grand chamberlain of 
Aquitaine and practically swayed the Midi from Burgundy to 
Septimania.‘ 


? For the frequency with which the Great St. Bernard Pass was used in this century 
see Schulte, I, 56-58. In 849 Loup de Ferriéres was sent to Rome. We do not know 
by what route he traveled, but his letter (Ep. 66) is interesting. He took with him 
as a present to the Pope some German linen (g/izza) and wrote in advance to a bishop 
on the Italian frontier in the south of France to be ready to provide him with some 
‘‘Ttalicae monetae argentum.”’ 

2 Annals of St. Bertin, 871. 
3 “Clarissimus dux et missus Italiae.’””—Bouquet, VII, 656, 659. 


4 For an impressive description of Boso’s power see Bourgeois, op. cit., pp. 83-97. 
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This union of the two chief Alpine passes and the heart of the 
river system of France in one hand must have facilitated the com- 
mercial intercourse between Italy and France. It hardly could 
have been otherwise. Long before the Fairs of Champagne rose 
to their great importance, already in the ninth century the com- 
merce of the region foreshadowed the coming destiny of the country. 
The importance of Chappes, on the upper Seine, has been seen. 
But Meaux also had a settled colony of merchants at this time, 
whose habitacula were destroyed by the Northmen in 862. In 
truth the lineaments of the future Fairs of Champagne as early as 
the ninth century are outlined so clearly that there is as much of 
history as of legend in the celebrated romance of Garin de Loherain, 
which attributes the institution of the fairs to Charles the Bald.? 
Their antiquity is greater than Bourquelot and D’Arbois de Jubain- 
ville divined, for the earliest date of a fair in this region which they 
cite is 996° and the first document “‘dont la date est certaine”’ is 
1114, when the fairs of Bar-sur-Aube and Troyes are mentioned. 
Both of these scholars failed to discover Frodoard’s explicit reference 
to a fair at Chalons-sur-Marne in 963.4 

In the ninth century Chappes was the chief emporium in Cham- 


pagne. Today it is a poor village in the department of the Aube, 
in the canton of Bar-sur-Seine, about two kilometers from Troyes.5 
The discovery, not merely of the great historical importance of 
this place, but the actual discovery of the place itself is an interest- 
ing example of modern historical research. Until recently Chappes 
was known only as a chatellany of the counts of Champagne in the 
twelfth century, but it was a lost Pleiad among the fiefs of that 


t“Habitacula circa hunc locum posita quae forensibus studiis patebant.”— 
Mabillon, Acta Sancti Ord. Sancti Bened. saec., II, 625. M. Lot translates habitacula 
by “‘étaux de marchands”’ (Bib. de l’école des chartes, LXIX, 57, note). 

2 See the quotation in Bourquelot, Etudes sur les foires de Champagne, p. 68. 

3 Bourquelot, p. 70; D’Arbois de Jubainville, I, 181, 462-63. 

4 Annales de Frodoard, ed. Lauer, p. 155; cf. Lot, Les derniers Carolingiens, p. 45, 
note. It is singular that D’Arbois de Jubainville, I, 140, should have noticed the 
burning of ChAlons in this year and missed Frodoard’s allusion to nundinae. 

5 M. Lot thinks it identical with the Port du Troiésin where Pepin exempted the 
imports of the monks of St. Germain des Prés from tolls (Bib. de l’école des chartes, 
LXIX, 46, n. 1). 
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house, for its location was unknown.” By the twelfth century every 
reminiscence of its early commercial importance had vanished. 
But in 1896 the late Arthur Giry contributed a series of studies in 
Carolingian history to the Etudes d’histoire du Moyen-Age dediées 
a Gabriel Monod, in which the third study (pp. 118-19) unraveled 
an obscure passage in Letter 125 of Loup de Ferriéres. The text, 
as found in the manuscript, reads: “‘Praedones [Northmen] vastatis 
longe lateque celeberrimis locis, etiam sedem negotiatorum cappas 
se petiturum jactabant.” The interpretation of the word cappas 
in this letter had baffled every student. Giry ingeniously capi- 
talized the word, made a place-name of it and the meaning was 
clear. It is very strange to me, however, that Giry did not go one 
step farther and associate Cappas with the cappi of the capitulary 
of Kiersey. For beyond a doubt the word capi in the edict of 877 
refers to the merchants of Chappes. But what kind of merchants 
were they ?? Certainly they were not Frank merchants, for they 
had already been taxed in the exactio of Compiégne, as has been 
shown. The negotiatores Christiani (Art. 31) and the Jews cannot 
be meant, for the cappi are distinguished from each of these. 


t D’Arbois de Jubainville, IT, 195, 397, 425. 

2 The meaning of this word cappi has so far been a stumbling-block to all scholars. 
Baluze, II, 810, says: ‘“‘Quosnam hic negotiatores cappos vocet incertum.”’ Bouquet, 
in Notis ad Innocentium, III, p. 36, thinks that Jewish merchants are intended; yet 
the word ef in Art. 31 of the capitulary certainly is adversative, distinguishing the 
alii negotiatores, videlicet Judaei from the cappi. Marca, Histoire du Béarn., Book I, 
chap. 16, sec. 9, nearly approached the truth when he argued from the language that 
a class of merchants was meant who alone (soli) were vendors of a peculiar kind of 
merchandise. But Marca made noattempt toidentify them. DuCange,s.v. “‘capus,” 
associates the word with the Latin capus, a eunuch, and absurdly adds: “ Judaei ita 
videntur appelati ob . . . . circumcisionem,” with which judgment the latest editors 
of the Monumenta concur(!) (Capitula Regum Francorum, ed. Boretius and Krause, 
M.G.H.Leges, II, 361). M. Ferdinand Lot, the last scholar who has touched the 
question, disconsolately says: ‘“‘Le sens de ce mot est inconnu. On ne la retrouve 
pas ailleurs.”—Le Moyen Age, 1905, [X, 15, note. 

3 At first blush it may be thought that Arts. 30-31 of the capitulary of Kiersey 
are merely an amplification and sharper definition of the exactio of Compiégne, and 
that the same persons are meant in each. But this is not the case. For the exactio 
applied only to the fiefs, honors, and merchants in the territory between the Seine and 
the Meuse (Lot, “Une Année du régne de Charles le Chauve”’ [866], Le Moyen Age, 1902, 
p.8,n.2). But owing to the paucity of the returns from this imposition the Danegeld 
was extended to the fiefs of Boso and Bernard, i.e., from Burgundy to the far South 
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I feel sure that by the cappi are meant Syrian merchants in 
France. What is its derivation? I believe it to be a corruption, 
through the Syrian language, of the common word in Greek for 
merchant, i.e., kapélos (xéandos), which is current from Herodotus, 
who uses it in Book i, chap. 94, of the Lydians, whom he makes to 
have been the earliest traders, down to Anna Comnena.? From the 
Greek the word passed into the Syriac kapila, ‘‘merchant,”? whence 
through Syrian traders in the West it found its way into Frankish 


law. 

The history of the commercial activity of the Syrians in the West 
is an interesting one. From the time of the Roman Empire until 
Charlemagne they were the most important distributors of Levan- 
tine commodities in Europe. They formed populous communities 


including Sénonais, Lyonnais, Viennois, Autunnois, Maconnais, Auvergne, le Toulou- 
sain, and Gothia. Chappes, the rendezvous of the Italian, Jewish, and Syrian mer- 
chants who traversed the Alpine passes and the network of rivers in this region of 
Central France, lay in this newly taxed territory. No effort was made to constrain 
Aquitaine (Art. 24: De regno Aquitanico). Indeed the tax seems to have failed of 
collection everywhere save in the king’s immediate lands, owing to the opposition of 
Boso and the powerful baronage with him. See the admission of Hincmar ten years 
later in 887, Annals of St. Bertin: “Quomodo tributum de parte regni Franciae quam 
ante mortem Lotharii habuit, sed et de Burgundia exigeretur, disposuit.”” Cf. Bour- 
geois, op. cit., pp. 97-98. 

t The word kapélos, ‘‘merchant,”’ is found in Suidas’ Lexicon. ‘The word may 
well have been a Lydian term adopted in Greek,” as Sir William Ramsey has said 
(Cities and Bishoprics of Phrygia, Il, 416). It is kindred to the Latin caupo, Gothic 
kaufén, Old High Germ.u koufan, German kaufen, Anglo-Saxon ceapian, cheap, 
chapman. 

In Greek it was the common word for huckster or peddier, and by association 
came to mean a cheat or charlatan; see Lucian, Hermot., 59. St. Paul uses the verb 
from it in II Cor. 2:17 with the sense of “trafficking in the word of God”’ (Thayer’s 
Greek-English Lexicon of the New Testament). In modern Greek kapélos means a 
tavern-keeper, whence the verb-forms: “‘to keep a public house; to adulterate; to 
be a quack.” 

2 See Payne Smith, Thesaurus Syriacus, I, col. 3691 (Oxford 1901). 

3In Polish the word for merchant is Kupiec, pronounced kupiets; in Russian 
kupiets means merchant. The root is the same in all Slavonic languages: kup and 
kupi and kupo. Philologically, perhaps, the word in Russian and Polish may be 
independent of Greek influence. But considering the intimate commercial relations 
between the Russian and Polish lands and Constantinople during the Middle Ages, 
it seems to me that historically the Russian-Polish word for “merchant”? may have 
come from the commercial contact of those peoples with Byzantium. 
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in Rome, Ravenna, Naples, Marseilles Lyons, Narbonne, Bordeaux, 
Orleans, Tours, Paris, Tréves, in the port towns of Spain, and even 
in Britain. They imported wines from Gaza and Ascalon, pistachio 
nuts and silk from Damascus, glass from Sidon, papyrus from 
Egypt, and from the Far East pepper, spices, frankincense, myrrh, 
and other perfumes prized by the rich or largely used in the offices 
of the church. “For more than eight hundred years,” says M. 
Brehier, “the Syrians, the Egyptians, the Armenians, the Persians, 
the Asiatics, the Greeks were all confused under the term ‘Syrian.’ ’”* 

In the eighth century, judging from the sources, the Syrians 
began to dwindle, and in the ninth century there is no direct men- 
tion of them, save of the solitary Syrian scholar who aided Louis 
the Pious in reading the New Testament.? The rupture between 
Rome and Constantinople over the issue of iconoclasm, and the 
friction of Charlemagne with the Eastern Roman Empire may 
possibly have influenced the trade of the Syrians adversely. Yet 
the volume of oriental trade in Charlemagne’s reign was very great,3 
and his relations, at least with Bagdad, were intimate. It is difficult 
to believe that the Syrians, who had been for centuries the chief 
bearers of this commerce in the West, were completely shut out 
at this time. The argument that Syrian merchants no longer 
frequented the West after the eighth century is the argumentum 
ex silentio only. Certainly, although the volume of the oriental 
trade of the Frankland was reduced, it did not wholly disappear 
after Charlemagne. Heyd admits the improbability of France 
having been utterly cut off from products of the East in the ninth 
and tenth centuries, but the only proof he cites—not of the proce- 
dure of the commerce but of the fact—is a memorandum of spices 
pertaining to the monastery of Corbie.* But the date of this in- 
ventory may be anywhere between 822 and 986. 

1 Brehier, ‘Les Colonies d’orientaux en Occident au commencement du Moyen- 


Age,” Byzant. Zeitschrift, 1903, XII, 1-39; cf. also P. Scheffer-Boichorst, “Zur 
Geschichte der Syrer im Abendlande,” Mitteil. des Instituts fiir dsterreichische 


Geschichtsforschung, 1885, IV, 520-50. 
2 Thegan, Vita Ludovici, chap. 7. 
3Heyd, I, 88-92; Dopsch, Die Wirtschaftsentwicklung der Karolingerzeit, I, 

199-201. 

4 Heyd, I, 93 and n. 2 (from Guérard, Polyptique d’Irminon, II, 336). 
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Fortunately we have contemporary evidence of the circulation 
of Levantine goods in France. Abbo’s famous epic of the siege 
of Paris by the Northmen in 885-86 heaps scorn upon those whose 
manners were softened by eastern luxuries, rich attire, Tyrian 
purple, gems, and Antioch leather.‘ To this we may add the 
familiar testimony of the Monk of St. Gall? who, though nominally 
writing of Charlemagne’s time, actually more reflects the civiliza- 
tion of his own. 

The probable presence of Syrian merchants in France in the late 
ninth century having now been shown, the question arises: By what 
routes did they come? Did they still come by sea, as formerly, 
through Marseilles and Fossae Marianae in the delta of the Rhone, 
where Corbie in 716 was given the power to collect duties on 
aromatics and spices?? No famous city of Gaul has an obscurer 
history than Marseilles from the time of Charlemagne to the 
Crusades. The Saracen corsairs plundered it in 848, from which 
time a veil hangs over it for centuries. Yet in spite of the fact 
that these pirates haunted the seas and harried the coasts of Italy 
and Provence for years, we have evidence that Christian shipping 
braved the perils successfully. For in 844 Charles the Bald in a 
charter of immunity to St. Denis exempts from all exactions boats 
engaged in trade belonging to the monks or to their commercial 
agents” qui pro eorum utilitate ad Massilliam .... seu per 
diversos portus . . . . mercatus negotiandi gratia advenissent.’” 
Again, in 878 Pope John VIII came to Arles by sea and traveled 
thence to Lyons and Troyes.’ Most interesting of all allusions, 
however, to the commerce of the Rhone delta in these years is a 
charter of King Louis of Provence in 920, to Manassah, archbishop 
of Arles, in which there is a direct reference to Greek merchants 
and an implied one to Syrian and Jewish.° 

The expulsion of the Syrian merchants from the West, I have 
no doubt, was primarily due to the increasing competition of the 


 Abbonis de Bello Parisiaco, Book II, vss. 596 ff. 

2 M.G.H.SS., II, 752. 4 Bouquet, VIII, 455. 

3 Heyd, I, 80. 5 Histoire du Languedoc, III, 6, 8. 

6 “Portum etiam Arelatensem, tot ex Graecis quam ex aliis advenientibus homini- 
bus” (Syrians and Jews ?).—Bouquet, IX, 686. 
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Venetians, who gradually pushed them out of the field, although, 
at least through the ninth century, they kept their footing at 
Chappes. For, if the contention of this paper is tenable that the 
Venetians as early as this were engaged in Transalpine trade, 
most of their goods must have been of Levantine origin. The 
merchants of Venice enjoyed unusual advantages under Charle- 
magne, Lothar, and Louis II as we have seen, and in the last half 
of the ninth century the relations between Italy at large and Con- 
stantinople were exceptionally close. On account of the ravages 
of the Saracens in Southern Italy both Pope John VIII and Emperor 
Louis II had made alliances with Emperor Basil I. Then came 
the Crusades which subverted all former commercial conditions and 
revolutionized the history of commerce in the Middle Ages. 

To conclude: From the evidence which has been set forth it is 
manifest, not only that the Norse invasions were not so destructive 
of commerce as has been represented, but also that the volume and 
variety of that commerce in the ninth century was greater than has 
been thought. Although the trade relations between Western 
Europe and the Levant had declined with the decay of the Roman 
Empire, nevertheless Syrian merchants maintained their commer- 
cial traditions in Gaul much longer than has hitherto been sup- 
posed. Even in the hardest age, perhaps, of the Middle Ages, 
France did not utterly revert to a purely agricultural organization 
of society. The opinion of those economic historians who contend 
that the so-called “‘self-sufficiency’”’ of the manorial régime is an 
illusion receives added weight even from the painfully meager 


sources of the ninth century. 
JAMES WESTFALL THOMPSON 
UNIVERSITY OF CHICAGO 


! Gay, L’Italie méridionale, 83, 114, 119, 129. 








THE DEVELOPMENT BY COMMISSIONS OF THE 
PRINCIPLES OF PUBLIC UTILITY 
CAPITALIZATION 


The laws of a number of states impose upon the public service 
commissions the duty of regulating the issuance of securities by 
utility corporations, and provide that the approval and consent of 
the commission shall be necessary before any stocks, bonds, or 
evidences of indebtedness shall be issued. All of the commissions 
regulating capitalization, except those of Massachusetts and Texas, 
have been established since 1907. In general, the laws provide 
that the commission shall approve only such issues of securities as 
it shall deem reasonably necessary for certain purposes. The 
purposes generally specified in the laws are the acquisition of 
property, the construction or extension of facilities, the improve- 
ment or maintenance of the service, and the discharge or refunding 
of lawful obligations. While the laws differ in wording and in detail 
the principle apparently common to all is that securities shall be 
issued only in such amounts as shall be necessary for purposes 
properly chargeable to capital account. As will be seen, the com- 
missions are necessarily intrusted with a large measure of power 
and discretion. What expenditures should properly be capitalized ? 
Under what circumstances should the issuance of securities be 
approved? Upon what terms should securities be disposed of ? 
These and questions of like importance must be passed upon by the 
commissions. If control of capitalization is to be vested in the 
state, it is essential that it shall rest upon sound principles. It 
is therefore of importance to inquire concerning the principles of 
public utility capitalization which are being developed by the 
various commissions. This paper will describe the attitude taken 
upon several important questions by some of the leading com- 
missions. 

CORPORATIONS ALREADY OVERCAPITALIZED 

Presumably, the chief purpose of regulation of capitalization 
is to establish an equilibrium between the capitalization and the 
bona fide investment. But regulation of securities has been 
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practiced only a few years. What, then, is to be done when a 
corporation which was already heavily overcapitalized prior to the 
establishment of commission control applies for permission to issue 
new securities, the purposes for which the new securities are to 
be issued being legitimate and proper? Is such a corporation to be 
permitted to issue new securities to construct an addition to its 
property; or is it to be denied this privilege until it brings the 
value of its existing property up to the value of its present out- 
standing capitalization ? 

The New York Second District Commission early in its history, 
was compelled to pass upon this question, and it did so by turning 
its back upon the past deeds and misdeeds of the corporations. 
The Commission holds that it has absolutely nothing to do with 
the capitalization of the companies which had come about previous 
to its establishment. It maintains that its duty is simply to pass 
upon applications for new securities, and to determine whether 
new capital to be issued is for purposes which are right and proper 
under the law. It holds that purchasers of securities approved by 
the Commission are not exempt from the risks involved in the 
possibility of the corporation being overcapitalized.'_ The Public 
Service Commission of Ohio, in its first report, deals with this 
problem, and boldly announces its future policy as follows: 

When enterprises have been established under methods of finance common 
in former days, which resulted in overcapitalization, and when such enterprises 
have sought permission further to increase an already fictitious capitalization 
. . . . the Commission has held to the idea that past derelictions of duty 
or offenses involving even moral turpitude should not be regarded as a bar 
to future honest action, although the,honest superstructure may of necessity 
be compelled to rest upon a dishonest foundation. The Commission has, 
therefore, permitted, in proper cases, the future capitalization of enterprises 
already admittedly overcapitalized, it being considered better to improve in 
any degree a bad condition than to permit its continuance without hope of 
improvement.? 

The New Jersey Commission takes the same position, and holds 
that the intent of the public utility law is “‘to prevent subsequent 


*In the matter of Watertown Light & Power Co., P.S.C. Reports, Second 
District, New York, I, 146. 
? Report of the Public Service Commission of Ohio, 1912, p. 4. 
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inflated issues.”* Although most of the other commissions have 
not explicitly committed themselves on this issue, the position of 
the above-named commissions appears to be that tacitly taken by 
the commissions of the other states, with the exception of those 
of Massachusetts and Texas. For most of the commissions, in- 
cluding those of Indiana, Maryland, Nebraska, Michigan, Illinois, 
New Hampshire, Wisconsin, California, and Missouri, approve 
new issues of securities, regardless of the relation between capitali- 
zation outstanding and the value of existing property. 

But in Massachusetts and Texas a different policy has been 
followed. The general practice of the Massachusetts Board of 
Gas and Electric Light Commissioners has been to refuse its 
approval to new securities when the value of the property of the 
company is less than the par value of stock and funded debt out- 
standing. When this Commission was first given the right to 
regulate securities (1894), the companies insisted that it should 
concern itself only with existing conditions and needs, regardless of 
past capitalization. The Commission however rejected this theory, 
upon the ground that the legislature had given it discretion as to 
the conditions upon which it would approve new securities; and 
it established the principle that overcapitalized companies would 
not be permitted to issue additional securities. This is, however, 
to be regarded merely as the statement of a general policy, as the 
Board has found it necessary in some instances, in the immediate 
public interest, to waive this rule. The new Public Service Com- 
mission of Massachusetts announces’ that it will not permit further 
capitalization “even if the expenditures are legitimate and lawful,” 
when overcapitalization already exists. The Texas Railroad 
Commission, under the direction of the state law, has regularly 
refused to permit new issues of securities to be made if the outstand- 
ing issues exceed the value of the property owned,’ although the 
harshness of this practice has been lessened by permitting the 
separate capitalization of extensions. 


* State of New Jersey, Board of Public Utility Commissions, Conference Order 
No. 7, and Conference Ruling No. 13. 

2 Personal letter to author, March 4, 1914. 

3 Report of the Texas Railroad Commission, 1913, p. 442. 





























PRINCIPLES OF PUBLIC UTILITY CAPITALIZATION 8o1 


Which of these principles should be applied? It is evident that 
if the commissions grant permission to issue new securities to 
companies already overcapitalized, it will be only the new corpora- 
tions which have come into existence since the régime of regulation 
which will be compelled to maintain an equivalence between 
capitalization and investment in property, and that this condition 
may not be brought about with the older corporations which were 
already overcapitalized before regulation of securities began. But 
to ask the commissions to follow the practice of the Massachusetts 
commissions, and squeeze out all the water which has been injected 
in the past before new securities may be issued, would be to impose 
a tremendous task, one which would be accompanied by great 
financial hardship to many corporations and individuals. This 
principle appears to violate the elementary theories of American 
justice and to establish an ex post facto practice, compelling in 
substance the elimination of capitalization the issuance of which 
was perfectly legal and was countenanced by the states at the time 
it was made. It is a policy which, if rigidly enforced, will tend to 
deprive the public of needed extensions and improvements on the 
part of overcapitalized companies, which might not desire to issue 
additional securities in order to increase their facilities, if, to do so, 
they must first forego dividends in order to bring their property 
value up to existing capitalization, or scale their capitalization down 
to correspond to the value of their property. It is well known that 
the rigid application of this policy in Texas has checked the building 
of extensions and investments in betterments of the railroads. In 
Massachusetts this result has been largely prevented by the fact that 
the Gas and Electric Light Commission has permitted the estab- 
lishment of rates which would enable the companies to build up a 
surplus in the property out of earnings. Furthermore, the com- 
missions more recently established in other states would find the 
task of applying this principle much more difficult than the Massa- 
chusetts Gas and Electric Light Commission and the Texas Rail- 
road Commission found it, for regulation of securities in both of 
these states began at a comparatively early date. It would seem 
that ordinarily the new commissions should confine themselves to 
seeing to it that securities now issued are for proper purposes and in 
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proper amounts, without endeavoring to extend their regulatory 
power into the past. But ignoring past overcapitalization should 
not be carried so far as to permit the issuance of additional securi- 
ties by corporations which are on the road to bankruptcy and which 
inevitably must go into the hands of a receiver; for to do so would 
be to inflict the probability of loss upon the purchasers of such 
securities. The wisdom of this principle has been recognized by the 
California Commission.’ 
REPLACEMENTS 


Most of the state laws provide that securities may be issued 
for the acquisition of property but do not state that that which is 
acquired must represent a net addition to the property. In other 
words, generally speaking, the laws are silent concerning the 
capitalization of replacements.* This question therefore is one 
with which the commissions must deal in the exercise of their 
discretion. 

The New York Second District Commission has unreservedly 
condemned the capitalization of replacements, saying: ‘Such a 
method of financing usually has but one outcome, namely, bank- 
ruptcy.’? However, in acting upon a later application, that of the 
Binghamton Light, Heat & Power Company, the Commission 
explained that it did not take the position that under no circum- 
stances would it approve the issuance of securities for replace- 
ments, but it insisted that if its approval were to be given, the 
replaced property should not continue to be carried on the books as 
an asset and that the accounts of the corporation must be so 
adjusted as to make a true showing of the affairs of the company.‘ 
The Commission endeavored to carry out the above-explained 
principles by consenting to the issuance of bonds to produce 


? Opinions and Orders of the California Railroad Commission, II, 140. 

2 Several of the laws in permitting the capitalization of expenditures already 
incurred provide that such expenditures must not have been made for the purpose 
of operating expenses or replacements, but they do not contain this provision as to the 
issuance of securities to cover expenditures not yet made. 

3 Public Service Commission Reports, Second District, New York, II, go. 

4 Application of the Binghamton Light, Heat & Power Company, Public Service 
Reports, Second District, New York, II, 171. 
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$158,000 upon condition that the company reduce its capital stock 
by $100,000 and credit its fixed capital with the same amount." 
The New York First District Commission has refused to permit the 
capitalization of replacements, but maintains that when replace- 
ments are superior in style and capacity to the property displaced 
the proper standard by which to determine the amount capitaliz- 
able is the relative cost of each.2_ The Ohio* and California* com- 
missions have also refused to permit the capitalization of replace- 
ments. The New Hampshire Commission implies that under some 
circumstances it might permit the capitalization of replacements, 
saying, “A situation may exist where we would be justified in per- 
mitting the issuance of new capital to replace portions of a depreci- 
ated plant, but we feel that such course should not be followed in the 
case of a utility which is in a position to render good service to the 
public, and which has earnings which might be devoted to any 
improvements that it deems for its advantage.’’s 

Theoretically it is obvious that replacements should not be 
capitalized. The complicating factor is the circumstance that 
frequently adequate depreciation reserves have not been provided, 
whereas the need for replacement of old property is urgent. Under 
such circumstances one possibility is the use of the method pre- 
scribed by the New York Second District Commission, outlined 
above. This method is equivalent to saying that if a corporation 
has not in the past accumulated a depreciation reserve from which 
to provide for its replacements, it must expect to atone for its mis- 
conduct now. While it may be permitted to issue new securities to 
obtain the necessary funds for replacements, it must write out of 
its balance sheet the property to be replaced. Therefore in order 
that it should have a statement in which its capital liabilities are 

* Upon appeal of the foregoing case the New York Court of Appeals held that it 
was the intent of the statute that only permanent improvements should be capitalized, 
that it was beyond the power of the Commission to permit the issuance of improper 
securities upon condition that the company reduce its capital stock. See People ex. 
rel. Binghamton Light, Heat & Power Company v. Stevens 203 N.Y. 7. 

? Public Service Commission Reports, First District, New York, III, 406. 

3 Report of the Public Utilities Commission of Ohio, 1914, p. 149. 

4 Opinions and Orders of the Railroad Commission of California, II, 1026. 

5’ New Hampshire Public Service Commission Reports, III, 165. 
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represented by true assets, it would be necessary for it to draw 
upon either its surplus or its future earnings. Under this method, if 
a company has no surplus, apparently stockholders must accept 
reduced dividends temporarily. Whether this is penalizing present 
stockholders with undue severity, because of the failure of the 
corporation to set aside a proper depreciation fund in the past, 
when such action was not required of it and before regulation of 
securities began, is a question which naturally gives rise to much 
difference of opinion. 

But it is difficult indeed to suggest any method of handling 
this item which is likely to prove generally satisfactory. The 
treatment of replacement is one of the most difficult problems 
which confronts the commissions. Evidently, as a general rule, 
an effort should be made to prevent the capitalization of replace- 
ments. Nevertheless it may be more advisable to permit this in 
some cases than to compel the public to be served by a rundown and 
dilapidated property. But sound finance dictates that whenever 
the urgency of the situation renders it imperative to permit the 
capitalization of replacements, the permission should be accom- 
panied by provision for the eventual reduction of capital liabilities 
or the investment of earnings in net additions to the property, by 
an amount equal to the replacements capitalized. Obviously the 
future capitalization of replacements of a plant which still has 
many years of wearing life can well be prevented, without inter- 
fering with the rendering of adequate service, by the commission’s 
insistence upon the setting aside regularly of a proper depreciation 
fund. But during the early years of commission control, when 
replacement must be made which the depreciation reserve is not 
adequate to provide for, this whole problem will inevitably prove a 
troublesome one. 


REWARD TO THE PROMOTER 


Should the promoter of a public utility enterprise be permitted 
as a return for his services some of the securities approved by the 
Commission? This is another question upon which the com- 
missions disagree. Both the Massachusetts Railroad Commission 
(now the Public Service Commission) and the Massachusetts Gas 
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and Electric Light Commission have refused to recognize pro- 
moter’s service as something which should be capitalized. The 
Maryland Commission and the Ohio Commission also have not as 
yet allowed anything for promoter’s compensation. The New 
York Second District Commission holds that “a fair allowance” of 
capitalization should properly be made for such services.’ In 
authorizing the capitalization of five per cent of the estimated cost 
of the plant for this purpose in one case,? the Commission states 
that this is not to be regarded as a precedent, since the amount of 
capitalization to be authorized for this purpose should vary with 
the circumstances and the difficulty of the project. The New York 
First District Commission, the Wisconsin, Georgia, and Indiana 
commissions also recognize promoter’s reward as a proper item for 
capitalization. The California Commission takes a bold stand in 
favor of permitting to the promoter an adequate and generous 
reward. This attitude is taken in a recent decision in which the 
Commission authorized the issuance of $27,500 of securities to 
defray organization expenses of the Central California Gas Com- 
pany, $12,000 of which was to go to the promoter in return for his 
services. The Commission held that payments for promoters’ 
services and organization expenses 


are as necessary to the success of a public utility and are as properly subjects 
of capitalization as the cost of the component parts of the utility’s plant... . . 
A public authority, in estimating the value of such services, should be liberal so 
that men of ability may be attracted to the development of new utility enter- 
prises where needed for the development of the state... .. It may be well 
that in addition to a reasonable compensation for the time devoted to the work, 
the promoter should be allowed an additional remuneration to compensate 
him for his risk of failure. 


No enterprise of any importance can be inaugurated without 
the services of a capable promoter and organizer. He is the man 


* Public Service Commission Reports, Second District, New York, III, 166. 

2 Tbid., I, 186. 

3 Opinions and Orders of the Railroad Commission of California, II, 116. For 
other decisions in which the California Commission specifically authorizes the capitali- 
zation of promotion expenses and services see II, 326, decision upon the application of 
the California, Shasta and Eastern Railway for authority to issue bonds and stock, 
and the decision upon the application of the San Rafael and San Anselmo Valley Ry. 
Co. to issue bonds, III, 879. 
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who sees the opportunity, who can make others see it and believe 
in it, who organizes the plans and pushes them to completion. To 
encourage the exercise of such talent, an adequate reward should be 
permitted by the public. If men are to be permitted only a fair 
return upon the actual money invested in the property without 
any return for the time and ability spent in organizing and planning 
an enterprise, for making the preliminary study of the field, for 
organizing and securing financial support for the project, then 
capital will soon forsake this field of investment. In some cases 
such an allowance may be unnecessary, but the propriety of an 
allowance can be determined by a study of the conditions in each 
case. The amount to be allowed for this purpose must depend 
upon the difficulty of organizing the project, the degree of ability 
and amount of time required. The amount properly allowable may 
be much more difficult to ascertain than some of the other amounts 
which commissions must determine, as, for example, the fair value 
of the physical property or operating expenses. Nevertheless, an 
estimate can and should be made of the amount necessary in order 
to secure and properly compensate this kind of service. 


WORKING CAPITAL 


The feeling that capitalization should correspond to physical 
value of the property has led to some protest against the capitaliza- 
tion of working capital, the fund of ready money and supplies 
which a corporation must always have on hand in addition to its 
plant and equipment. The Massachusetts Gas and Electric Light 
Commission has regularly permitted issuing securities for this pur- 
pose, but the Massachusetts Railroad Commission refused to do 
so, until, in 1909, a special law was passed, providing that street 
railway companies, to supply themselves with working capital, 
might issue stock up to an amount not to exceed 5 per cent of the 
par value of outstanding stock or might issue bonds to an amount 
to be determined by the Commission.‘ The New York Second 
District Commission sanctions the issuance of securities for this 
purpose, and holds that the amount necessary may be determined 


t Acts of 1909, chap. 485. 























PRINCIPLES OF PUBLIC UTILITY CAPITALIZATION 897 


by the extent of the operations carried on by the corporation." The 
Maryland, Missouri, New Jersey, and Indiana commissions have 
also recognized the propriety of providing adequate working funds 
by the issuance of securities. The necessity of reasonable working 
capital with which to provide for the supplies which must be carried 
in stock, and irom which to make advances for materials and wages, 
is too evident to call for argument. As a part of the investment 
which is necessary to carry on the business this item should be 
recognized as one which is properly subject to capitalization. 


BONDS AND STOCK-——-PROPER AMOUNT OF EACH 


The commissions controlling security issues must determine 
not only the total capitalization to be allowed, but also what should 
be the proportion of bonds to stock and what should be the proper 
amount of each. In Massachusetts an effort has been made to 
establish a governing principle by legislative enactment, the law 
providing that railroads, street railway, gas and electric companies 
cannot issue bonds in excess of their capital stock.2 The New York 
Second District Commission announces that the maximum bond 
issue which it will approve is determined by the probable excess of 
earnings over the necessary expenses of operation,’ and this is to be 
estimated on “‘a conservative basis of practical certainty,” based 
upon a comparison of similar plants already in operation. The 
New York First District Commission follows the same practice, but 
it has authorized the issuance of stock when it was admittedly very 
uncertain whether there would be any net income whatever. The 
New Jersey Commission announces that it will not approve bond 
or note issues unless there is adequate evidence that the fixed 
charges can be regularly met, and that the principal can be repaid 
at maturity. If the securities are to be issued by a plant now 
operating, the past and current earnings will be a relevant con- 
sideration. Where the company is newly projected, bond or note 


* Application of Rochester, Corning & Elmira Traction Co., P.S.C. Reports, 
Second District, New York, I, 166. 

2 Massachusetts Acts of 1908, chap. 620, sec. 1, and Revised Laws, 1902, chap. 121, 
sec. 12. 
3 Public Service Commission Reports, Second District, New York, I, 167. 
4 Ibid., First District, New York, V, 22. 
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issues will not be approved beyond an amount upon which it appears 
that with average good management the fixed charges can be met. 
The Commission states that while it will endeavor to be assured 
that stock issues will represent property commensurate with the 
par value of the stock issued it “‘does not feel obliged to be assured 
of the probability of returns upon stock as it does in the case of the 
proposed bond issues.”” The California Commission severely con- 
demns constructing properties entirely from the proceeds of bond 
issues? and specifies 75 per cent of the total capitalization in the 
form of bonds as the limit for healthy capitalizations The Wis- 
consin Commission expresses its opinion that bonds ought not to 
exceed 75 per cent of the plant;* but it has, nevertheless, in many 
cases authorized greater bond issues than this. 

To make an absolute rule uniformly applicable as to the proper 
proportion of bonds is of course impossible, owing to differences in 
conditions. Ordinarily the construction of a property entirely by 
the proceeds of bonds should not be permitted, for this practice 
leads to insecure bonds, receiverships, a lack of responsibility upon 
the part of shareholders and other evils. But probably in most 
cases of sound enterprises, bonds could without any grave danger 
be issued in amounts greater than are permitted in Massachusetts. 
The principle followed by the New York and New Jersey com- 
missions is a safe and proper one, in so far as the earnings which are 
“reasonably certain” can be properly estimated. The principle 
is that if no bonds are issued upon which the interest would exceed 
the amounts reasonably certain to be earned, insecure investments 
and foreclosures will be prevented. Great care should be taken by 
the commissions that bonds are not permitted in unduly large 
amounts, since an issue of bonds bearing the approval of a state 
commission will normally secure a ready sale without careful 
investigation by investors, even though such issue be so excessive 





* New Jersey Board of Public Utility Commissioners, Conference Order No. 7 and 
Conference Ruling No. 13. 

2 Report of California Railroad Commission, 1912-13, p. 309. 

3 Opinions and Orders of California Railroad Commission, Decision No. 578, 


II, 618. 
4 Personal letter to author, March 3, 1914. 
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as to lead to future receiverships. While stock should not be 
authorized except in proper relation to the value of the assets owned 
or to be obtained, and the prospects of the enterprise, it is not essen- 
tial that a commission should insist upon the same degree of 
assurance of a return upon the stock as upon the bonds. For 
stockholders forego the right possessed by the bondholders to 
claim a definitely fixed rate of return, in order that they may have 
the possibility of receiving a larger rate. 


SALE OF SECURITIES AT LESS THAN PAR 


If the primary purpose in regulating securities is to prevent 
stock watering, should not the commissions refuse to permit 
securities to sell at less than par, since if securities are sold at less 
than their face value the amount of securities outstanding becomes 
greater in amount than the amount of capital actually invested in 
the enterprise ? 

The policy in Massachusetts differs from that of most other 
states in the treatment of this problem. For many years the laws 
of Massachusetts and the decisions of the Massachusetts com- 
missions have insisted that stocks should not be sold at less than 
par. The law also forbids gas companies to sell bonds at less than 
par, and the Gas and Electric Light Commission and the Railroad 
Commission have for years discouraged this practice. It has been 
the policy of the state not only to prohibit the sale of securities 
at less than par, but also by the use of the “auction clause”’ and 
similar arrangements to force them to sell above par whenever 
possible. The policy followed by most of the commissions is to 
require stocks to sell at par, but to permit bonds to be sold at a 
discount. The Wisconsin and Indiana commissions, acting under 
direction of the state law, require that stock be issued at par, but 
permit bonds to be sold as low as 75. The New York Second Dis- 
trict Commission requires stocks to be sold at par as required by 
law, but does not make this requirement concerning bonds, which 
may be sold at a lower price. It says: “The Commission will 
consider the price at which bonds can be sold and will allow their 
issue at a discount below par if their market value is not sufficient 
to allow them to be sold at par.”” The New Jersey Commission 
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permits bonds to be sold as low as 80, but insists that stock must be 
sold at par; or if stock is exchanged for property the property must 
have a cash value equal to the par value of the stock.t The Mis- 
souri and New Hampshire laws require stock but not bonds to be 
sold at par. The Missouri Commission has approved the sale of 
bonds as low as 70.? 

The Maine Commission concedes that the requirement that 
stocks must issue at par may not always be applied to companies 
already established, but insists upon its application to new projects. 
It says: 

But we see no reason why, when a new utility is being financed and all 
stockholders have an opportunity to come in on the same terms, certificates 
of stock should not mean precisely what they say; in other words, should not 
speak the exact truth. No one is then deceived. ... . On the other hand, 
if the stock is sold at less than par, the balance sheet of the corporation is likely 
to be misleading from the start... .. In the meantime the stock changes 
ae Then, if a question of rates arises and is adjusted, as it must be, 
on the actual value of the plant, such stockholders are likely to realize for the 
first time that their stock does not represent what it purports to represent.3 


Some of the commissions go even farther and regularly authorize 
the sale of both stocks and bonds at less than par. The Ohio, 
California, and Georgia commissions permit this. The Cali- 
fornia Commission, in the case of new enterprises, generally 
authorizes the sale of securities at about 80, and in the case of estab- 
lished enterprises, at a price varying between 85 and go. 

Whether securities should be permitted to be sold at less than 
par must depend somewhat upon the general policies governing a 
commission, and, particularly, its principles of rate-making. If 
the amount of securities authorized is to be taken as the basis for 
rates, then it is apparent that securities should not be sold at less 
than par. To permit securities to sell at less than par and to 
base a rate to the consumer upon par value of securities out- 
standing would of course be unthinkable. For this reason, 


t New Jersey Board of Public Utility Commissions, Conference Order No. 7 and 
Conference Ruling No. 13. 
2 Missouri Public Service Commission Reports, Vol. I, Advance Sheet No. 2, 


Pp. 325- 
3 Application of Black Stream Electric Co., Public Utility Reports, 1915, C, p. 362. 
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Massachusetts has probably been justified in requiring that secu- 
rities be sold at not less than par, since the basis for rate- 
making in that state appears to have been the amount of securities 
previously authorized by the commissions. But none of the other 
commissions has used the securities outstanding as the basis for 
rates. Under such circumstances are they justified in permitting 
securities to sell at less than par? 

Under certain conditions, it may prove highly desirable that a 
utility should be given permission to sell its stock at less than par. 
To require all stock to sell at par may mean that the public will be 
deprived of service which it ought to have, for a company which is 
unable to sell its stocks at par could not issue new stock in order to 
add to its equipment or to construct extensions, and it might be so 
situated that further bond issues would be unwise or impossible. 
Under such a rule the company which has not been able to pay the 
going rate of dividends may find it extremely hard to secure addi- 
tional funds with which to rehabilitate itself. The policy further 
might lead to unsound finance by tempting a corporation to 
borrow funds with which to maintain its dividends, in order that 
the market price of its stocks might not fall below par. It is 
claimed that all these results have been produced in Massachusetts. 
Likewise, there are circumstances under which it may be wise to 
permit the issuance of bonds at less than par. Frequently authoriza- 
tion is asked for bonds which are a part of a mortgage issue, the 
terms and rate of interest of wnich were specified at the time the 
mortgage was placed upon the property, and, as is well understood, 
the price at which bonds sell is largely a matter of the rate of interest 
which they bear. 

Obviously the foregoing objections to requiring stock to be 
sold at par do not hold when the corporation and the project are 
new. Under such circumstances, when the situation is not com- 
plicated by the fact that the company is already established and 
perhaps overcapitalized, its securities outstanding, and its earnings 
known, the position taken by the Maine Commission that stocks 
must sell at par is not open to serious criticism. But with old 
utilities whose securities cannot be advantageously sold at par, a 
commission should simply see to it that securities sell at the best 
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possible price which can be obtained for them. Thereby it can 
prevent the issuance of more securities than are reasonably neces- 
sary for a given purpose; whereas it does not prevent desirable 
additions or improvements to existing properties. 

But if bonds are to be sold at less than par, how is the money 
to be obtained with which to redeem them at par when they 
mature? Both of the New York commissions require that bond 
discounts shall be charged to a special account, that annual pay- 
ments shall be made to this fund, so that the discount will be com- 
pletely wiped out by the time the bonds mature." The New Jersey,? 
Missouri,’ Maryland,‘ California,s’ and Illinois® commissions also 
follow this practice. But several of the new commissions, includ- 
ing those of Ohio and Georgia, make no such requirement. The 
Wisconsin Commission does not uniformly require it. In this 
clearly these commissions are at fault. The amortization of bond 
discount is a sound principle. For the discount on bonds simply 
represents a portion of the interest payment. Bonds of sound 
enterprises, under normal circumstances, can be sold at par if the 
interest rate be properly adjusted. If it is so fixed that they sell 
at less than par, the discount simply represents a deferred interest 
charge the payment of which is postponed until the bonds mature. 
This discount, however, is simply a payment for the use of money; 
it is therefore in the nature of interest and should be converted into 
an annual interest charge, as it is where amortized. If such sum is 
not set aside out of earnings, it must in some way be thrown as a 
charge upon the business when the bonds mature, which means that 
the full interest charge is not provided for each year during the life 
of the bond issue. It may be objected to the amortization require- 
ment that it compels the consumer to pay a higher rate than if 

t Public Service Commission Reports, First District, New York, III, 51. Also 
Order in case No. 4140, Public Service Commission, Second District, New York. 

2 State of New Jersey, Board of Public Utility Commissioners, Conference Order 
No. 7 and Conference Ruling No. 13. 

3 Missouri Public Service Commission Reports, Advance Sheet No. 3, Vol. I. 
4 Uniform System of Accounts, Maryland Public Service Commission, June 12, 
IgIiI. 
F 5 Report of Railroad Commission of California, 1912-13, p. 324. 
6 National Telephone and Telegraph Company. Public Utility Reports, 1915, 
A 875. 


























PRINCIPLES OF PUBLIC UTILITY CAPITALIZATION 903 


there were no such sum to be set aside annually out of earnings. 
However, if the rate of interest carried by the bonds were so adjusted 
that the bonds would sell at par, presumably the annual fixed charges 
upon the property would be higher than if this were not done, 
with the same consequence of higher rates to consumers. In other 
words, the annual payments to the amortization fund are only 
payments to the interest funds in disguised form. 


REORGANIZATIONS 


As is well known, financial reorganizations are ordinarily ac- 
companied by an increase in capitalization, but with a decrease in 
the bonded indebtedness and other obligations upon which fixed 
charges must be met. An increased amount of preferred stock, 
income bonds, or some such security, is substituted for bonds and 
obligations bearing a fixed interest charge. In private corporations 
this procedure may not be open to serious objection, since if the 
fixed charges are reduced the company may emerge from danger 
even though heavily overcapitalized. Does the same statement 
hold true of public utilities? The laws in a few of the states pro- 
vide that in reorganizations the capitalization shall not exceed the 
value of the property involved. But most of the laws simply place 
recapitalization under the control of the commissioners by requiring 
that all securities issued shall obtain the approval of the com- 
mission, but without giving specific instructions as to the policy to 
be followed in reorganizations. 

In the Third Avenue Railroad case, before the New York First 
District Commission, the company maintained that the rule of law 
was well established that in reorganizations the reorganized com- 
pany might issue securities in amounts equal to the previous 
capitalization. The Commission refused to recognize this principle, 
and maintained that in reorganizations it would be improper for the 
Commission to approve the issuance of securities upon which it was 
improbable that returns would be earned." In rejecting the claim 
of the company the Commission said: 


A necessary corollary of this theory is that capitalization need have no rela- 
tion to value. If once a company is started and its securities carefully issued 
. . » an equity would be created which would give any successor company 


t Public Service Commission Reports, First District, New York, II, 97 and 381. 
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purchasing the property at foreclosure a perpetual right to issue stocks and 
bonds to the same amount regardless of what happens to the property. The 
original company might allow the property to decay, it might declare dividends 
out of capital, it might abuse every corporate privilege and lose go per cent of 
the original investment, and yet the purchasers could reasonably insist that 
this Commission should approve the issuance of securities equal in amount 
to the stocks and bonds issued by the original company. It violates the 
sound principle that capitalization should have some direct relation to the value 
of the property it represents.* 

The New York Second District Commission has taken the 
position that in reorganizations the capitalization must be scaled 
down to correspond to the value of the property owned. The 
Commission maintains that the mere fact of judicial sale or reorgan- 
ization indicates the existence of an excessive capitalization, that 
the purpose of a reorganization should be to bring the capitalization 
down to a proper basis, and that in recapitalization stocks and bonds 
may be issued only to the amount of the fair value of the property.’ 
The Missouri Commission takes a substantially similar position. 
The Cassville and Western Railroad Company had before going 
into the receiver’s hands issued $100,000 in stocks and bonds. In 
reorganization proceedings it petitioned the Commission for per- 
mission to issue securities in a like amount. The Commission, 
however, took the ground that securities were properly issuable 
only in amounts to correspond with the “fair present value”’ of the 
property owned, which the Commission estimated at $60,000.’ 
The California Commission has emphasized the importance of 
earnings as a factor in determining the proper capitalization in 
reorganizations. The Citrus Belt Gas Company asked permission 
to issue $812,397 in obligations in addition to $440,000 capital 
stock. This was greatly in excess of the total capitalization of the 

* The company appealed from the decisions of the Commission and the case was 
decided by the Court of Appeals adversely to the ruling of the Commission. This 
decision rested upon the fact that a section of the Stock Corporation law, which gave to 
corporations freedom in the matter of recapitalization, had not been repealed by the 
Public Utility Commission law. This statute was repealed by the next legislature, so 
that the Commission is now free to follow the policy indicated in the Third Avenue 
case. 

2 Application of the Genesee County Electric Light, Power and Gas Company. 
Public Service Commission Reports, Second District, New York, II, 443. 

3 Second Annual Report, Missouri Public Service Commission, p. 84. 
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predecessor bankrupt concern, the San Bernardino Valley Gas 
Company. The Commission said: 

If the San Bernardino Valley Gas Company could not pay interest on 

$580,700 of obligations, certainly the Citrus Belt Gas Company, with the same 
properties, cannot in reason be expected to earn interest on the same amount 
of obligations and on $225,696 in addition. ... . In behalf of this proposed 
plan of reorganization it was urged by a witness for the applicant that it merely 
desired to pay its debts. .... In reality this proposal does not so much mean 
that the company intends to pay its debts as that it intends that the public 
shall pay them.' 
The Commission held that “a proper and satisfactory reorganiza- 
tion’? would permit issuing obligations of approximately $375,000, 
since the earnings would justify, “with a proper degree of safety,” 
fixed obligations only to thisamount. The remainder of the claims 
against the old concern were authorized to be paid by $200,000 of 
the capital stock of the new company. 

The principle developed by the New York First District Com- 
mission, and applied by other commissions that capitalization in 
reorganizations should be based on the value of property and earn- 
ings, is, if reasonably applied, essentially sound. It may be ob- 
jected to the scaling down process that injusticeis worked upon those 
who hold the old securities and who are compelled to accept a lesser 
number or smaller par value of the new. But certainly it cannot 
be said that any injustice is done to the bondholders, for in any 
case they are protected only by the value of the property pledged 
as security for their bonds and by the earning capacity of the 
property. Likewise, the scaling down does not necessarily involve 
injustice to the stockholders, as their equity in the property cannot 
exceed the difference between the value of the property and the 
bonds and other obligations against it, and their income cannot 
exceed the difference between total earnings and operating and 
fixed charges, regardless of the par value or number of their shares. 
Upon this subject, the New York Second District Commission 
says: 

What the stockholder should have is a certificate which entitles him to his 
proper proportion of the dividends which the new corporation may thereafter 

earn and declare, and to his proper proportion of the proceeds of the sale of the 


* Opinions and Orders of the California Railroad Company, II, 734. 
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assets of the corporation, if it should be dissolved and its affairs closed. These 
are all it is possible for him to get, and he gets precisely the same sum in either 
event, whether his certificates be marked $1, $100, or $1,000, provided all the 
other certificates are marked for the same proportional interest in the corpora- 
tion. 


Of course, under some circumstances one might be able to sell 
two certificates of $100 par value each in a reorganized company 
for more than one certificate of $100, although the one represents 
the same share in the ownership of the property as the two. It is 
partly because of this fact that the tendency to overcapitalization 
exists, and one purpose of regulating securities is to prevent the 
evils of excessive capitalization which arise from this fact. But 
this plea is of no more force in the case of reorganizations than in the 
case of original projects. Assuming that the capitalization of the 
bankrupt company is so great that earnings based upon a fair return 
on the value of the property will not suffice to provide properly for 
interest and dividends, recognition by a commission of this old 
capitalization as the proper basis for the new would probably mean 
that the commission would assist security holders in the defunct 
company to unload their losses upon others. For the new securities 
carrying the commission’s approval could probably be more readily 
disposed of, and on more advantageous terms, than the old ones of 
the bankrupt corporation. 

While the new commissions cannot hope to undo all the evils 
of excessive capitalization issued prior to the era of regulation, it is 
certainly evident that when capitalization is so out of proportion 
to earning capacity and value of the property that insolvency and 
reorganization must result, the time has arrived for the applica- 
tion of the pruning knife. 


OBLIGATION OF THE STATE TO AUTHORIZED SECURITIES 


Perhaps the most important question arising in connection 
with the control of security issues is whether the approval of 
securities by a commission implies that in the future a charge 
to consumers will be permitted which will produce a fair return 
upon such securities. Several commissions have explicitly placed 


* Public Service Commission Reports, Second District, New York, II, 483. 
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themselves on record as not considering themselves under obliga- 
tions to permit the charging of a rate which would afford a proper 
return upon securities approved by them. The California Com- 
mission says that in approving securities it does not, and cannot, 
guarantee the financial success of the enterprise.’ The New York 
Second District Commission says that its approval of stocks and 
bonds cannot be taken as an absolute guaranty for them; that while 
it will not approve securities unless it believes the property will have 
a fair chance of business success, yet it does not thereby guarantee 
the project as a safe one. The New Jersey Commission states: 
Nor does such approval by this Board of such proposed issue of securities 
carry or imply any confirmation of the business or financial standing of the 
issuing corporation as a whole..... No statute and no administrative 
process, however, can relieve the investor of the obligations of prudence and 
vigilance. At best they can but aid him in furnishing some grounds for the 
exercise of intelligence and judgment.? 
The Missouri Commission quotes with its approval the decision of 
the New York Second District Commission that 
the Commission should satisfy itself that . . . . the venture will be likely to 
prove commercially feasible, but that it should not undertake to reach and 


announce a definite conclusion that the new construction or improvement con- 
stitutes a safe or attractive basis for investment.3 


The newly established Public Service Commission of Massa- 
chusetts has recently rendered a noteworthy opinion, indicating 
that it takes a different attitude and that it expects to protect the 
securities authorized by the state, by permitting such charges to 
consumers as will yield a fair return upon them.‘ The Vermont 
Commission apparently adopts the same principle. Beginning 
in 1910 the Passumpsic Telephone Company had issued, with the 
Commission’s approval, a considerable amount of securities for the 
purpose of buying competing telephone plants, many of which were 


* Report of the California Railroad Commission, 1912-13, p. 308. 

? New Jersey Board of Public Utility Commissioners, Conference Order No. 7, 
and Conference Ruling No. 13. 

3 First Annual Report, Missouri Public Service Commission, p. 66. 

4 Middlesex and Boston Rate Case, Report and Order, Massachusetts Public 
Service Commission, 1914, p. 553. For description and comment see note by the 
author, Quarterly Journal of Economics, August, 1914, p. 840. 
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soon scrapped, as they represented duplications of the Passumpsic 
company’s property. In 1914, an effort was made to reduce the 
telephone rates. The Commission found that if the charges upon 
these securities were to be met, rates could not be reduced, and held 

The majority of the present Commission cannot but feel that the authoriza- 
tion of the stock issues for the purposes for which they were used should never 
have been permitted, but as the state has sanctioned these issues and the state’s 


sanction has been acted upon, the majority cannot see its way clear to do any- 
thing that will change or avoid the former action of the state. 


The Commission therefore refused to lower the rates.‘ While the 
principle developed by the Massachusetts and Vermont commissions 
gives the advantage of security to the corporation and its stock- 
and bondholders, it has serious disadvantages. The cost of con- 
structing a utility plant today might be much less than the cost 
when the plant was actually constructed on account of a cheapening 
of labor and materials. But under the Massachusetts theory the 
public must continue to pay a rate which will provide a fair return 
upon the amount of securities originally issued to build the plant. 
Investments when honestly and prudently made are not exempt 
from the dangers of subsequent ill fortune and disaster. But a 
strict application of this principle would throw the burden of the 
bad fortune upon the public, since through its officials it approved 
the investment and securities. Under some circumstances, in 
dealing with corporations which were overcapitalized prior to the 
establishment of regulation, it would be found difficult indeed to 
provide for a proper return upon the new securities authorized 
by the Commission without also permitting a return upon the 
excessive capitalization which was brought about without a corre- 
sponding investment prior to the establishment of public control. 
For the state to guarantee investments in utility securities, while 
it exercises little control over the actual administration of corpora- 
tion affairs, appears to be a dangerous procedure. Approval of 
securities by a commission representing the state should simply 
indicate that they are issued for purposes properly chargeable to 
capital account, that they are not issued for these purposes beyond 


* Vermont Public Service Commission, Reports and Orders No. 340. In re 
Addison and Panton Telephone and Telegraph Company, e¢ al. 
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the amounts reasonably necessary, that the corporation obtains 
assets in proper relation to the amount of securities issued, and that 
there is good reason to believe that fixed charges upon bonds and 
notes can be met. Beyond this, a commission’s approval of 
securities should not in any sense be a guaranty of them. 

In the regulation of capitalization the state commissions con- 
fronted an entirely new problem. The courts had established the 
fundamental principles regarding the valuation of utility property 
and rate-making. The path of the commissions in dealing with 
these subjects had therefore been well prepared. But the courts 
had never been called upon to lay down principles regarding the 
control of capitalization. In this field the commissions are doing 
pioneer work; a body of well-defined principles and precedents con- 
cerning utility capitalization is being worked out by the various 
commissions. While the wisdom of some of the commission rulings 
may be questioned, as a whole their work is hopeful. It is certain 
that adequate regulation, such as the commissions are endeavoring 
to establish, will render impossible the sort of financial jugglery and 
manipulation which in the past has characterized the management 
of many utilities, and of which the evil results have fallen largely 


upon the general public. 
RatpH E. HEILMAN 
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SOME FINANCIAL ASPECTS OF THE INTERNATIONAL 
MERCANTILE MARINE COMPANY 


The International Mercantile Marine Company was incor- 
porated under the laws of the state of New Jersey in the autumn of 
1902. Its predecessor was the International Navigation Company, 
which had taken out its charter in the same state in 1893. This 
earlier company owned and operated two trans-Atlantic steamship 
lines, the American and the Red Star, the latter sometimes known 
as the Société Anonyme Belgic-Américaine. The capitalization 
of the International Navigation Company consisted of $9,205,000 
preferred and $5,000,000 common stock; also an authorized issue 
of $20,000,000 first-mortgage 5 per cent bonds dated 1899 and due 
in thirty years unless called sooner. These were secured by a first 
mortgage on the ships of the American Line, by a collateral lien 
on all of the shares of the Red Star Line, and on nearly all of the 
shares of the International Navigation Company, Ltd., a distinct 
company organized in England for the purpose of aiding in the 
acquisition of certain English properties. 

When, in 1902, the International Navigation Company of 
New Jersey secured an amended charter and became the Inter- 
national Mercantile Marine Company, the International Naviga- 
tion Company, Ltd., of England, practically all of whose shares 
had been owned by the International Navigation Company of 
New Jersey and were pledged as collateral security on the 5 per 
cent bonds of the latter, acquired the capital stock of the Oceanic 
Navigation Company, Ltd., an English company better known as 
the White Star Line. The White Star Line already owned the 
stock of the Atlantic Transport Company, the two companies 
together being known as the Atlantic Transport Line. Similarly 
the stock of the Dominion Line, another English company, was 
secured by the International Navigation Company, Ltd. 

The American company chose this rather indirect mode of 
securing control of these English companies because of the oppo- 
sition that would have been aroused had the attempt been made to 
buy them up in a more direct manner. Indeed, when the American 
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syndicate which undertook to finance the shipping combine pur- 
chased outright Frederick Leyland & Company, Ltd., a consider- 
able stir was precipitated in England over the possibility of having 
the British merchant marine threatened by the attempt of American 
capitalists to secure a monopoly of the shipping of the North 
Atlantic. 

That the syndicate chose a very inopportune time to effect 
such a combination events have fully substantiated. The wave of 
prosperity which during the preceding years had brought excellent 
returns to the world’s merchant marine had already passed. Most 
of the acquisitions in other lines were based on the assumption that 
these high returns, particularly those of 1900, were normal and 
would continue. The valuations of three of the leading steamship 
companies, namely, the Leyland, White Star, and Dominion, were 
found by capitalizing their profits for the year 1900 on a 10 per cent 
basis. That is, the purchase price of each was placed at ten times 
the profits of that year. 

That such a valuation was excessive was intimated by the 
chairman of the Leyland Company to the shareholders of that 
company when considering the advisability of selling the ordinary 
shares on such a basis: for thus each share of ordinary stock, par 
value £10, was valued at £14 10s. This price, offered by J. P. 
Morgan & Company, was ultimately accepted by practically all of 
the common shareholders. They were influenced, no doubt, by 
their chairman’s belief that although on the basis of the profits 
made in 1900 the amount offered was by no means excessive, yet 
to base the value of an industry much subject to periods of 
alternating depression and prosperity upon the results of a single 
year would be exceedingly rash." 

While a “‘ very handsome profit”’ was thus placed within reach, 
the English shareholders were also influenced by their anxiety 
about the future plans of the United States government, which at 
this time was earnestly revolving the project of shipping subsidies. 
Rather than see their own interests threatened they thought it 
well to use the present opportunity to let go their holdings at a 


t See reprint from Fairplay in Annual Report of the Commissioner of Navigation 
1901, pp. 315-22. 
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very satisfactory figure. Moreover, the shipping trust would 
probably secure agreements with leading American railroads hay- 
ing Atlantic seaboard terminals. Although these possibilities did 
not materialize, prospects pointed strongly toward the more active 
participation of American capital in a field where it had been at a 
considerable disadvantage hitherto. 

That the shareholders of the Leyland Line were wise to let go 
their holdings is readily deduced from subsequent events. The 
company paid its last ordinary stock dividend of 6 per cent in rgor. 
It continued to pay its 5 per cent dividend on its preference shares 
until May, 1903, after which no dividends whatever were paid 
until 1913, when 10 per cent was paid, and in 1914 an additional 
10 per cent—these recent dividends being on account of the arrears 
on the preference stock. For its interest in the Leyland Line the 
syndicate paid $11,736,000 in cash, from which, during the period 
from May, 1903, to 1913, it received no return whatever. 

On a like basis of valuation the syndicate paid somewhat over 
$53,000,000 for the White Star Line, of which 25 per cent was 
paid in cash and 75 per cent in preferred stock, with an additional 
373 per cent in common stock.‘ So greatly did the valuation raise 
the total figure of the assets that the shareholders received for 
every $5,000 of stock, in all, $50,000 in cash, preferred and 
common stock. 

For the International Navigation Company and the Atlantic 
Transport Company, together, and subject to the $19,686,000 
5 per cent outstanding bonds of the former, the sum of $34,158,000 
was paid, consisting of $15,844,000 cash, and $18,314,000 preferred, 
with $9,157,000 common stock as a bonus. Before the merger the 
International Navigation Company possessed an authorized issue 
of $9,205,000 preferred stock upon which it was paying a dividend 
of 4 per cent, and $5,000,000 of common stock. The capital stock 
of the Atlantic Transport Company amounted to $3,000,000. 
Thus for these two companies, with a total authorized capital stock 
of less than $18,000,000 and a bonded indebtedness in excess of that 
amount, something more than thirty-four millions in cash and 
stocks of the new company was paid. 

t Commercial and Financial Chronicle, LXXV, 983. 
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As a compensation for financing the enterprise, J. P. Morgan & 
Company received $2,500,000 preferred stock and $25,000,000 
common stock. Of the total authorized issue of $60,000,000 
preferred stock, $60,000,000 common stock, and the proceeds of 
the $50,000,000 first-mortgage and collateral trust 4} per cent 
bonds, as well as those of the $19,686,000 outstanding bonds, a 
very large part was consumed in buying properties whose out- 
standing stock, before the merger, amounted to considerably less 
than $35,000,000, and whose bonded indebtedness was well be- 
low $30,000,000. 

This great increase in the bonded indebtedness of the consoli- 
dated business over that of the constituent companies necessitated 
a correspondingly large increase in fixed charges. Such an increase 
could not but impair seriously the market for the very securities 
whose issue made the increased charges necessary. This will 
always occur unless the equity remaining in the profits, after such 
increase has been allowed for, is a very substantial one. Bond- 
buyers are investors seeking in advance the assurance of such an 
excess of income over interest obligations that the safety of their 
holdings cannot be questioned. 

But the International Mercantile Marine Company has operated 
on such a thin margin of safety that from the beginning of its career 
its insecure financia! situation has been reflected, not only in the 
market of its preferred stock, but also in that of its bonds. The 
company has proven itself so much weaker than the constituent 
concerns that it was found far easier to issue bonds upon the security 
of the White Star Line than upon any debenture the merger might 
issue. The latter, with an interest rate of 43 per cent, would have 
sold in the neighborhood of 70, when similar debentures of the 
White Star Line were disposed of at 97}.' 

The history of the company’s earning power is here briefly given. 
The operating ratio, that is, the ratio of expenses of operation to 
gross earnings for each of the eleven years from 1903 to 1913 
inclusive, has been as shownin Table I. It is not strange, with such 
an operating ratio, kept from appearing still higher only because 
depreciation charges were either inadequate or not made at all, 
* Commercial and Financial Chronicle, LXXXVI, tog1. 
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that the International Mercantile Marine securities went begging 
for a market. And with the wholly inadequate allowances for 
depreciation that were made there were but four years out of the 
eleven years, 1903-13, in which fixed charges, consisting almost 
exclusively of bond interest, amounted to less than one-half the 
net earnings from which they were to be paid. In some years the 
fixed charges exceeded net earnings, as in 1904 and 1908. Had 
adequate allowances been made for depreciation each year, that is, 
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had the accounts been so kept as to reflect accurately the condition 
of the company, earnings sufficient to meet fixed charges would 
have been lacking in at least five of the thirteen years. In these 
five years nothing whatever would have remained for the payment 
of the fixed charges, consisting primarily of interest on the outstand- 
ing bonds. It would thus appear that the present receivership 
of the company might properly have been brought about some- 
what earlier. 

That the hazards of a mercantile marine are great is indicated 
by the extensive fluctuations of gross earnings from year to year. 
The increase or decrease in gross earnings over those of the preceding 
year during the period 1904—13, inclusive, was as shown in Table II. 
These changes represent an annual average of 11.01 per cent. 
Similar tables constructed for most of our railroad and public-utility 
companies would indicate yearly changes considerably smaller 
than these. For instance, the average annual change in gross 
earnings of the Buffalo, Rochester & Pittsburgh Railway Company 
for the same period was 8.79 per cent, while for most public utilities 
it was even less than this. 

The operating ratio of the International Mercantile Marine 
Company for the eleven years, 1903-13, both inclusive, averaged 
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85.9 per cent, or far in excess of what would be considered a safe 
ratio by companies whose income and expenditures are naturally 
much more stable. Railroad companies take alarm when their 
operating ratio goes above seventy, many public utilities have an 
operating ratio below sixty, and a study of hydro-electric plants 
will present instances of operating ratios well below forty. Thus 
for the period 1903-13, the average annual operating ratio of the 
Buffalo, Rochester & Pittsburgh was 62.9, and that of the Brooklyn 
Rapid Transit Company was 57.5. 
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Other comparisons might be made to the same effect; but 
they are unnecessary. Good financial methods require that, for 
the safety of both the corporation and the bondholders, the amount 
of bonds which may be safely issued, other things being equal, 
should vary inversely with the percentage of the operating ratio 
and the degree of its fluctuations from year to year. 

Predictions that the combination of hitherto competing lines 
would lead to great savings, from economies thus made possible, 
remained unfulfilled. The many important reforms which, if we 
may believe the first annual report of the International Mercantile 
Marine Company, were introduced, and the steps taken to avoid 
many needless expenditures, did not accomplish the predicted 
results. ‘“‘The management felt it of great importance to proceed 
with caution in making radical changes in the organization and 
conduct of the business, and consequently the operations of the 
year 1903 reflected to a very limited extent the benefits which it is 
believed will accrue from the changes which have been made.” 

But it will require much optimism to find the reflection of these 
“‘benefits’”’ in the company’s reports for the succeeding years. 
Instead of attaining net profits amounting to $16,107,000 as 
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predicted, the report for 1904 indicates a deficit of over $2,000,000, 
and this, too, without making any allowance whatever for depre- 
ciation; while for the same year the Hamburg-American Line made 
an allowance of $4.49 per ton for depreciation. Had a like allow- 
ance been made by the International Mercantile Marine Company 
the deficit would have been increased by nearly four and one-half 
million dollars. For the four years ending with 1902 the constituent 
companies had averaged, together, $6,107,675 profits per year, no 
allowance apparently having been made for depreciation. Never- 
theless, for the four years following consolidation the trust incurred 
an average annual deficit of over $600,000. Moreover, this showing 
was prevented from being far worse only by neglecting to write 
off any depreciation for 1903 and 1904 and by making very inade- 
quate allowances for the next two years. 

During these first four years all the profits from the insurance 
fund were paid back to the company to enable it to meet current 
expenses. Instead, it should have been used to strengthen the 
company against those contingencies to which ocean steamship 
companies are liable. Indeed, the same policy has been continued 
throughout the company’s history; so that instead of having built 
up an insurance fund of more than $4,600,000, which would have 
resulted had earnings been retained therein, there remained in the 
fund at the end of 1913 only $1,208,000, an increase of slightly 
over $200,000 in ten years. Likewise the reserve which the com- 
pany attempted to establish during the three years 1909-11, 
inclusive, was used by the company for current needs. 

The lines thus consolidated possessed before their consolidation 
a total capital stock of less than $30,000,000, not including the 
American Line, whose property was owned in fee by the Interna- 
tional Navigation Company. Besides the International Naviga- 
tion Company’s 5’s, which were a lien to the extent of £699,000 on 
the assets of the International Navigation Company, Ltd., and 
13,595,000 francs on the assets of the Société Anonyme, or Red 
Star, both of which lines were owned by the International Naviga- 
tion Company, the only other indebtedness of the consolidated 
lines was the debentures of the Leyland Line, amounting to 
$1,600,000. 

















INTERNATIONAL MERCANTILE MARINE COMPANY 917 


The International Mercantile Marine Company was capitalized 
at a figure exceeding $170,000,000, of which $20,000,000 consisted 
of the old 5 per cent bonds of the International Navigation Com- 
pany,’ $50,000,000 were the new 4} per cent mortgage and collateral 
trust bonds of the new company, and something over $1,247,000 
were debenture bonds of the constituent companies held by the 
public.?, For the year 1903 the interest on these bonds exceeded 
$3,083,000. Thus upon companies hitherto carrying relatively 
small fixed charges—or none whatever in the form of bond interest— 
a heavy and lasting burden was placed. With the possible excep- 
tion of the White Star Line, these companies, even during prosperous 
years, had not paid large dividends. 

In direct contrast with the policy pursued by the International 
Mercantile Marine Company is that which has characterized the 
operations of its most powerful rival, the Hamburg-American 
Company. With the exception of three unprosperous years the 
net earnings of the Hamburg-American Company have shown a 
steady growth from over $5,000,000 in 1903 to over $15,000,000 
in 1913. At the same time the allowance for depreciation on its 
vessels has averaged for this ten-year period $4.11 per ton, and in 
no year has the company neglected to make a very substantial 
depreciation charge. On the other hand, the net earnings of the 
International Mercantile Marine Company have grown, although 
very irregularly, from slightly over $4,000,000 in 1903 to about 
$9,500,000 in 1913, but at the cost of most inadequate depreciation 
allowances—averaging $2.35 per ton for the entire period. In 
four years—two different periods of two consecutive years each— 
the company was unable to make any depreciation allowance 
whatever. The relative prosperity of the Hamburg-American 
Company is shown in other ways. Thus for the period 1903-13 
the International Mercantile Marine Company increased its 
tonnage by 121,850, while during the same period the Hamburg- 
American Company increased its tonnage by 632,411 tons. For 
the same period the net earnings per ton of the former averaged 

Of these, $16,686,000 were outstanding. The balance was sold during 1903 to 
pay for steamers previously contracted for (First Annual Report, 1903, p. 7). 

2 Poor’s Manual of Industrials, 1915. 
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$5.71; those of the latter, $8.61. For the former the fixed charges 
per year averaged $3,769,743; for the latter, $798,880. The fixed 
charges per ton averaged, for the former, $3.64; for the latter, 
$0.79, or over four and one-half times more for the American line 
than for the German line. 

The four leading companies not included in the combine were 
the Hamburg-American, North German Lloyd, Holland-American, 
and Cunard. The total authorized capital stock of these companies 
was only $68,000,000 and their total bonded indebtedness $12,875,- 
ooo. But these four lines owned 225 ocean steamers with a tonnage 
of over 1,221,000 in contrast with the 133 vessels of the Interna- 
tional Mercantile Marine Company with a tonnage of slightly 
Over 992,000. 

These figures prove beyond a doubt the overcapitalization of 
the shipping trust. In particular, its large bonded indebtedness 
has been a most troublesome burden. The fact that the preferred 
stock is cumulative and that no dividend has been paid on it since 
the organization of the company has resulted in an accumulation of 
dividends in arrears amounting to 76 per cent of the par value of 
the stock. Along with this accumulation of unpaid dividends has 
gone the progressive decline of the quotations for the common as 
well as the preferred stock. A condensed record of high and low 
prices from 1902 to 1914 is given in Table III." 


TABLE III 








Common PREFERRED 





High High Low 





21 50 14} 
9 27% 10 
33 15% 3 

















Why did those who financed the shipping trust go astray in 
their calculation of its future earning power? To answer this 
question necessitates the study of several propositions upon which 
their hope for monopoly profits has been based. 


* Figures furnished by the Magazine of Wall Street. 
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In the first place, the hope of partial or entire relief from the 
competition of rival concerns has been a leading incentive to the 
formation of larger companies. Some such consideration must 
have been in the minds of the promoters of the International 
Mercantile Marine Company. But of all industries ocean trans- 
portation is least susceptible to monopolization. What has suc- 
ceeded, at least partially, on land has failed completely on the sea. 
The ocean is a great highway reserved for no one, but free to all 
who own ships and observe the rules that govern travel on it. 
On the ocean a great investment in roadbed is not only unnecessary 
but impossible, so that the establishment of parallel and competing 
lines requires no wasteful duplication of capital. Not only could 
the shipping trust not hope for permanent control of the routes 
and rates across the Atlantic: it even failed in attempting to secure 
a major percentage of the tonnage engaged in that trade at the 
time of its incorporation. The two great German companies—the 
Hamburg-American and the North German Lloyd—absolutely 
refused to permit any of their stocks to be bought by the Morgan 
syndicate. Their stand was no doubt largely due to the zealous 
surveillance exercised by the German government, and to the desire 
that nothing might be done to alienate their value as auxiliaries 
to the government in time of war. 

Instead, the two German companies made an agreement with 
the syndicate to share territory on a stipulated basis. The German 
companies on the one hand and the syndicate on the other also 
mutually pledged themselves to grant certain other concessions 
to each other, to wit: that the two German companies agreed to 
pay to the syndicate each year such a sum as should in the particular 
year in question be paid as dividends to the owners of 20,000,000 
marks in shares. They agreed to pay a proportional amount on 
the new shares in case the capital stock was increased. Since the 
capital stock of each German company was 80,000,000 marks, the 
amount to be paid was 25 per cent of the total dividends paid. 
Should the companies pay no dividends, no tribute need be paid 
to the syndicate. On the other hand, the syndicate agreed to pay 
to the German companies 6 per cent on whatever amount of stock 
the Germans might be forwarding the above-mentioned dividends 
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upon. But whether the German lines paid dividends or not the 
syndicate was obliged to make its annual payment; while the two 
German companies were required to make their yearly contribu- 
tion to the syndicate only when paying dividends, and then in 
direct proportion to their amount. 

This agreement proved distinctly disadvantageous to the syndi- 
cate. At the expiration of the ten-year period over which the 
agreement had extended the syndicate grasped the opportunity 
to withdraw from it. 

Although opposition in England did not go so far as to prevent 
the American syndicate from purchasing a controlling interest 
in English companies, yet both people and government were aroused 
to the necessity of taking steps to preserve the integrity of the 
English merchant marine. In accord with this sentiment the 
English government advanced money to the Cunard Company 
at a very low rate of interest to enable it to construct two of the 
largest and fastest of ships, the “‘ Lusitania” and the “‘ Mauretania.”’ 
The money thus advanced was to be paid back to the government 
in a given number of instalments. In 1903 the government also 
began granting liberal subsidies to the Cunard Line. 

Secondly, apart from the prospect of reduced competition, the 
syndicate anticipated that the United States would grant liberal 
subsidies to aid American shipping. The question came up in the 
Fifty-seventh Congress with a ship-subsidy bill championed by 
Senator Fry. Dividing steamers into seven classes, it provided 
a stipulated compensation per gross ton for each hundred miles 
sailed. Thus iron and steel steamers of more than 10,000 gross 
tons and with a speed of twenty knots or over were to receive a 
subsidy of 2.7 cents per ton per hundred miles sailed, etc. Certain 
other bounties were also provided for vessels not coming within 
the above-mentioned classes. Although this bill passed the Senate 
on March 14, 1902, by a vote of 42 to 31," it was not brought 
up in the House because of the strong opposition that developed 
there.” 


* Full text in New York Times, March 18, 1902. 
2 Royal Meeker, “History of Shipping Subsidies,” in Publications by the American 
Economic Association, 3d series, Vol. VI, No. 3, p. 170. 
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Thirdly, the syndicate was formed just at the close of a very 
prosperous era in maritime commerce. The Spanish-American and 
Boer wars had caused the withdrawal of millions in tonnage from 
the customary channels of trade. A great part of the stocks of 
the English companies was taken in on the assumption that the 
profits of the most prosperous year, 1900, of a prosperous period 
would be permanent rather than exceptional. 

Fourthly, rate wars, which the trust was formed to abolish, 
sprang up with renewed vigor. For a time agreements on freight 
and passenger rates were satisfactorily maintained. In February, 
1902, representatives of the various lines carrying freight between 
the United States and England signed an agreement to raise freight 
rates as follows: grain, from 2d. to 13d. per bushel; flour, from 
6s. 3d. to 7s. 6d. per ton; provisions, from 7s. 6d. to 10s. per ton. 
Although the German lines were not parties to the agreement, it 
appears to have been made with their knowledge and approval.’ 

A little later it was announced that an agreement had been 
entered into to fix minimum rates for first-cabin passengers, to 
become effective March 31, 1902. Parties to this agreement were 
the American, Anchor, Atlantic Transport, Allan, Cunard, Dominion, 
Leyland, French Trans-Atlantic, Hamburg-American, North Ger- 
man Lloyd, Red Star, and Holland-American lines.? Of these 
twelve lines the five in italics were either already controlled by the 
Morgan interests or soon to be brought under their control. These 
agreements were presumably the result of failing prosperity, 
resulting from poor crops in America and other causes, thus making 
rate wars probable in the absence of some form of protective asso- 
ciation. At the annual meeting of the Hamburg-American Com- 
pany, President Tietgens stated the purpose of the agreement to 
be the establishment of a community of interests, the determination 
of the respective fields of operation, and the securing of uniform 
traffic rules. 

In 1905 the Cunard Line withdrew from the agreement because 
of the inability of the International Mercantile Marine Company 

* Statement of Gustav H. Schwab of the North German Lloyd, in Commercial 
and Financial Chronicle, LXXIV, 329. 


2 Chronicle, LXXIV, 785 (April 12, 1902). 3 Ibid., LXXX, 1426. 
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to comply with one of its provisions. ‘Ocean trade is now so 
heavy,” remarks the Commercial and Financial Chronicle of April 
15, 1905, “that for the present at least no danger of rate-cutting 
is anticipated.” Unfortunately such conditions were not perma- 
nent, and in August, 1907, the Cunard Line opened the battle by 
reducing rates on the newly built “Lusitania.” A general reduction 
of rates followed. The French Line made a reduction of $20.00 
on eastbound fares on “La Provence,” a ticket thus costing $95.00, 
or about $15.00 less than on the Cunard Line. Next the Inter- 
national Mercantile Marine Company reduced its eastbound rates 
$22.50 on all vessels of the American Line as well as on the 
““Oceanic,” “Majestic,” and “‘Teutonic’”’ of the White Star Line. 
Successive reductions followed, until after nearly a year an agree- 
ment was entered into in London for the division of the steerage 
business between lines, including those of the International Mer- 
cantile Marine Company. Each line received a stipulated per- 
centage of the total. Penalties were provided for those breaking 
the agreement. The lines in the agreement controlled 90 per 
cent of the third-class passenger traffic to the United States. 

At about the same time an agreement was made whereby all 
passenger rates were advanced on February 10, 1908, to a point 
about $5.00 above that from which they had been reduced by the 
rate wars of the preceding year; while most of the rebates on the 
first- and second-class return tickets and special winter rates, 
except on Canadian lines, were abolished. This episode illustrates 
the difficulties that lay in the way of any attempt made by the 
shipping trust to secure permanent control of rates. 

The present receivership does not come, therefore, as a surprise. 
On October 1, 1914, and on April 1, 1915, the International Mer- 
cantile Marine Company defaulted interest falling due on the out- 
standing $52,744,000 4 per cent bonds. Likewise it failed on 
February 1 and on August 1, 1915, to pay the interest then due 
on the $17,728,000 outstanding 5 per cent bonds of the issue of 
1899. On April 3, 1915, the United States District Court for the 
Southern District of New York appointed a recpiver on application 
by the New York Trust Company, as trustee for the 4} per cent 
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bonds. A joint reorganization committee, of which Otto T. 
Bannard became chairman, announced a plan of reorganization 
dated August 3,1915. This plan has been approved by committees 
representing both bond issues. According to a statement of the 
reorganization committee the capital of the reorganized company 
will represent only the actual value of the tangible property and 
securities owned. Good will and going concern value are not 
capitalized. By this limitation upon the capital, fixed charges 
will be so considerably reduced that after allowing a suitable 
deduction for depreciation they will yet remain well within the 
figure of net earnings for the six years, 1909-14, inclusive. 

The plan of reorganization will effect a reduction of the capitali- 
zation by nearly one-half, or about $80,000,000; while fixed charges 
will be trimmed down by about $1,270,000. Allowance is made for 
an annual depreciation charge of 5 per cent and for the establish- 
ment of an addition and betterment fund. 

First-mortgage and collateral trust 5 per cent convertible gold 
bonds to the amount of $39,536,240 will be issued; also $31,464,233 
preferred stock and $18,370,920 common stock will be issued for 
the old securities on the following basis: The outstanding 4} 
per cent bonds will be exchanged, at their par value with interest 
to July 1, 1915, one-half for the new 5 per cent convertible bonds 
and one-half for the new preferred stock. The old 5 per cent bonds 
apparently will not be treated so well, for while they will receive 
50 per cent of their par value, plus interest accrued to July 1, in 
the new convertible bonds, they will receive in addition only 20 
per cent of their par value, plus interest, in the new preferred stock. 
Possibly the fact that the vessels upon which these bonds are a 
first lien are in a badly run-down condition may account for this. 
The old preferred stock will receive 20 per cent of its par value 
in new common stock, and the old common stock will receive 5 per 
cent of its par value in new common stock, thus placing an exchange 
value on the common stock of one-fourth that of the preferred. 

The new bonds will fall due in thirty years, but will be redeem- 
able on any interest date at 105 and interest; while at the desire 
of the holder they will be convertible at par into the new preferred 
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stock. As the authorized issue of these bonds is $50,000,000 and 
somewhat less than $40,000,000 will be required to make the 
exchanges indicated above, there will remain an issuable balance 
of over $10,000,000 for financing future enlargements. 

The new preferred stock will be 6 per cent non-cumulative 
and participating; so that after the common stock has received 
a dividend of 6 per cent in any year, further distributions will be 
made equally between the preferred and common. The preferred 
will also be preferred as to assets in case of liquidation. Preferred 
and common stock will possess equal voting rights unless the pre- 
ferred fails in any year to receive its full dividend, in which case 
it shall have the privilege of electing a majority of the directors 
until it shall receive its full 6 per cent dividend for three consecutive 
years. Less than one-half the authorized issue of the preferred 
stock will be required to retire the old securities. The sum of 
$50,000,000 will be reserved to meet the conversion privilege of 
the bonds." 

Much opposition has arisen to this plan, and the end is not 
yet in sight. The war has brought great profits to the company, 
both on shipments of war materials and from vessels requisitioned 
by the British government. It has also brought to the company 
certain misfortunes, such as high insurance rates, high wages in 
the war zones, loss of passenger traffic, and a discontinuance of 
services to certain European ports. But the gains resulting from 
the complete disappearance from the ocean of all German merchant 
vessels and from the great increase in freight rates approximating 
from 500 to 600 per cent easily outweigh the losses. The company 
estimates its net earnings for the first half of 1915 at about $11,000,- 
ooo. These altered conditions have brought many of the stock- 
holders to a realization that what might have been a satisfactory 
bargain some months ago appears now to be prejudicial to their 
interests. A minority committee has been formed representing 
this insurgent element among the stockholders. The chairman 
of this committee is J. N. Wallace, president of the Central Trust 
Company of New York. This committee has engaged experts 
to examine the accounts of the International Mercantile Marine 

t Plan and Agreement of Reorganization. 
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Company. As the result of the preliminary report of the account- 
ants the committee asserts that sufficient funds were on hand 
during March, 1915, to pay all interest then in default, that the 
president of the New York Trust Company was notified to that 
effect by the board of directors, and that the default under these 
conditions cannot be made the basis for foreclosure of the trust 
deed securing the bonds. For the advertisement calling upon the 
preferred stockholders to deposit their holdings with this committee 
the reader is referred to the New York Times of September 30, 1915. 

Although the plan of reorganization has been declared operative 
by the joint committee, what at first appeared to be a tempest-in-a- 
teapot opposition has proven to be a gathering storm, the outcome 
of which is as yet uncertain. 


Eart A. SALIERS 
SHEFFIELD SCIENTIFIC SCHOOL OF 
YALE UNIVERSITY 








NOTES 


WASHINGTON NOTES 
OPEN MARKET OPERATIONS AT FEDERAL RESERVE BANKS 


One of the most important steps yet taken by the Federal Reserve 
Board was determined and announced in a letter of October 8, issued to 
federal reserve agents throughout the country. In this, the Board 
authorized the reserve banks to begin, at their discretion, operations 
under sec. 14 of the act, which provides for the undertaking of open 
market operations. The section in question permits federal reserve 
banks, subject to rules and regulations prescribed by the Board, to 
“‘purchase and sell in the open market, at home or abroad, either from 
or to domestic or foreign banks, firms, corporations, or individuals, 
cable transfers and bankers’ acceptances and bills of exchange of the 
kinds and maturities by this act made eligible for rediscount, with or 
without the indorsement of a member bank.” The Board had already 
issued regulations covering the purchase in the open market of bankers’ 
acceptances, of United States government bonds, and of municipal 
warrants, but it had not yet issued regulations relating to “cable trans- 
fers” or to the purchase of “bills of exchange of the kinds and maturities 
by this act made eligible for rediscount.” The original bill for the 
establishment of federal reserve banks, etc., permitted the purchase in 
the open market of “notes, drafts, and bills of exchange,” but in the 
law as finally enacted, the words “notes and drafts” were stricken out 
in sec. 14, although they are retained in sec. 13 which relates to discount 
operations for member banks. The Board has now reached the con- 
clusion, in which it is sustained by opinion of counsel, that Congress 
beyond question drew a distinction in secs. 13 and 14 of the Federal 
Reserve act between the several forms of commercial paper, and that 
promissory notes, even though bearing an additional indorsement, must 
be regarded as excluded from open market purchases under sec. 14. 
There remained then, as eligible for purchases under this section, “cable 
transfers,” and “bills of exchange” of two kinds: (1) so-called foreign 
bills of exchange and (2) domestic bills of exchange (other than bankers’ 
acceptances) drawn by one person on another, as by a seller of goods 
upon the purchaser, such as have been classified by the Board as “trade 
acceptances,” either accepted or not accepted at the time of purchase. 

926 














NOTES 927 
In view of the abnormal conditions prevailing in Europe, the Board 
takes the view that the banks should be more than usually cautious in 
any foreign exchange operations entered into at this time. As to open 
market dealings in “domestic bills,” the Board suggests that, although 
the special rate authorized may prove in the future a helpful factor in 
developing the freer use of this kind of paper, the supply of desirable 
paper is still very limited, and that there are also other objections that 
may be urged against open market operations in “domestic bills” at 
this time. However, the Federal Reserve Board recognizes that the 
reserve banks have the right to engage in open market operations in 
bills of exchange and that the decision whether the federal reserve banks 
should engage in such open market transactions rests entirely with them 
severally, and not with the Board itself. Should the transactions 
engaged in by any bank assume very large proportions, or develop along 
lines which would make regulation appear desirable, the Federal Reserve 
Board reserves its right at any time to regulate such transactions. At 
present the Board has left each federal reserve bank free to exercise the 
authority granted under sec. 14, without governing or restricting regu- 
lations, it being understood that any such bank desiring to establish an 
open market rate for domestic, “bills of exchange . . . . by this act 
made eligible for rediscount,” will submit such rate to the Board for 
approval and determination, in the customary way. 

The opinion of counsel upon which the Board has acted in this 
matter takes with reference to sec. 14 the position that: 


The legal effect of this provision seems clearly to be to vest in the federal 
reserve bank the right to exercise this power and to vest in the Federal Reserve 
Board only the power to regulate its exercise. In other words, Congress did 
not intend to vest a discretion in the Board to determine whether federal 
reserve banks should purchase and sell cable transfers, acceptances, and bills 
of exchange, but merely to regulate their purchase and sale... . . 

Inasmuch, therefore, as the power to purchase and sell cable transfers, 
acceptances, and bills of exchange in the open market is vested in the federal 
reserve banks subject only to rules and regulations of the Federal Reserve 
Board, it would seem to be the function of the Board either to prescribe the 
rules and regulations referred to, or, should the Board determine not to make 
such rules and regulations at this time, to inform the federal reserve banks that 
these powers may be exercised within the limitations of sec. 14, until further 
restricted by such rules and regulations as the Board may adopt. 


A definite step has likewise been taken with reference to the foreign 
exchange operations of federal reserve banks—a branch of their activity 
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which has thus far been held in abeyance on account of the disturbed 
conditions existing in foreign countries. The subject was brought 
prominently forward about the beginning of September by the action 
of Secretary of the Treasury McAdoo, who recommended to the Presi- 
dent that the first step in developing the foreign operations of reserve 
banks be taken by placing foreign agencies in some of the principal cities 
of South America. In speaking of this Mr. McAdoo said: 


This plan [a proposal to establish joint agencies representing groups of 
national banks], even if it were not open to objection, would be manifestly 
inferior to the agency of the combined federal reserve banks. The federal 
reserve banks comprise in their membership every naticnal bank in the United 
States, as well as a number of our leading state banks and trust companies. 
They constitute a financial organization of unequaled strength, and their 
operations in foreign countries will be for the common benefit of all of the 
national banks, state banks, and trust companies composing the federal reserve 
system. These agencies in foreign countries could, in addition to their banking 
business, render a great service to American business men and bankers by 
furnishing credit reports and general information about trade and finance in 
the various countries in which they operate. 


President Wilson in a letter to the Secretary of the Treasury approved 
this general idea of foreign agencies in South America. The subject 
was taken up by the Federal Reserve Board for investigation, and on 
October 12 the definite announcement already referred to was made as 
to the position of the Board with reference to foreign operations of the 
banks for the future. This position, briefly, is that foreign agencies 
‘should be established primarily for the sake of protecting the gold 
monetary stock of the United States and that their operations should 
be designed to effectuate that end as far as possible. Moreover, it is 
held that the establishment of agencies should be deferred pending the 
development of more settled conditions abroad, while the final work of 
opening foreign banking fields should be left to individual members of 
the system. 

These views are expressed in a committe report filed with the Board 
at the time of the announcement in question. The report in question 
defends the view that federal reserve banks—being the custodians of the 
reserve money of the member banks—should not be permitted to do 
pioneer work in Latin-American countries, granting credit facilities 
which would lead to a lockup of reserve money in loans which, in most 
cases, would be subject to wide fluctuations of foreign exchange. Sec- 
retary of the Treasury McAdoo at the same time stated that his recom- 
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mendations about joint agencies for federal reserve banks did not 
contemplate this character of operation. 

The report reminded the Board of the policy habitually pursued 
by the large government banks of Europe which do not go into foreign 
fields except to acquire, as secondary reserves, foreign bills on the most 
important European countries where large discount markets exist and 
where the gold standard is established beyond question. In those 
countries, these government banks maintain correspondents, and the 
committee believes that, when normal conditions shall have been 
restored in Europe, joint agencies or correspondents could be used to 
good advantage there. The committee also calls attention to the fact 
that England, Germany, and France have established independent 
banks or branch banks of deposit banks in Latin-American countries 
to do pioneer work, and that the United States should pursue the same 
course, inasmuch as it is necessary for banks going into this field to have 
the widest possible range of activity in order to be able to compete with 
the local banks and the branches of the foreign banks already established 
in these fields. Federal reserve banks, being properly restricted to 
certain transactions such as may not interfere with the absolute liquidity 
of their condition, could not compete successfully in this respect, whereas 
it should be their function to do all in their power to assist American 
banks which enter the Latin-American field. 

The committee report favored, and the Board and Secretary McAdoo 
concurred in suggesting, an amendment of the Federal Reserve act 
which would enable American member banks to co-operate for the pur- 
pose of jointly owning and operating foreign banks. The contribution 
of the federal reserve banks in this development in Latin-America 
would primarily consist in providing conditions so favorable for Ameri- 
can bank acceptances that the American banks willing to offer credit 
facilities there will be materially assisted in meeting the European rates 
which, at the present time and probably for some time to come, will 
compare unfavorably with American discount rates. 

Wherever the federal reserve banks can help in the development of 
American banking by establishing direct connections in Latin-American 
countries for the purpose of facilitating discount operations of this kind, 
it will be, in the opinion of the committee, their proper function to do so. 


PROPOSED SOURCES OF REVENUE 
The Secretary of the Treasury, in reply to many inquiries about the 
revenue measures that will be proposed in the next Congress, has deter- 
mined to recommend (1) that the emergency revenue act which expires 
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by limitation on December 31, 1915, be extended until peace is restored 
in Europe, and (2) that the existing duties on sugar shall be retained 
for several years, or until normal customs conditions are restored. 
These are said to be distinctively revenue measures and are necessary 
in view of the extraordinary conditions now prevailing throughout the 
world. In making the announcement the Secretary says: 

It is impossible to state at the moment what, if any, additional revenue 
measures may be necessary, as the estimates of the various departments have 
not yet been received. It is clear, however, that the two sources of revenue 
I have just mentioned should be preserved, no matter what the departmental 
estimates may be. Of course it rests with Congress to say what shall be done. 
I am merely stating what my recommendations in these particulars will be. 


The action thus taken is of large importance from many standpoints. 
It reverses the conclusions arrived at as the result of one of the sharpest 
controversies during the discussion of the Underwood Tariff bill—that 
relating to the sugar schedule. At present the tariff on sugar is 0.71 
cents per pound for sugar testing not over 75 degrees polariscope test, 
©.026 cents per pound for every additional degree of fineness. The plus 
revenue from this rate of duty on the present basis of importation varies 
from $35,000,000 to $50,000,000 per annum. Under the tariff law, as 
it stands, sugar would have become absolutely free from and after 
May 1, 1916. The reduction of the tariff from about 1.60 cents per 
pound under the Payne-Aldrich tariff has not produced much effect 
upon the sugar industry thus far, mainly owing to the abnormal condi- 
tions produced by the European war. The action now announced has 
apparently little relation to the protective controversy, but is primarily 
due to considerations of revenue. As is well known, the Treasury is 
now running behind at the rate of $8,000,000 to $10,000,000 per month, 
and a further dropping of revenue sources would necessitate the finding 
of corresponding new sources with as little delay as possible. As it 
stands the announced intention to retain the sugar duty is of very great 
political importance, because under existing parliamentary regulations 
it will open the way to a general tariff discussion in Congress if opponents 
desire to insist upon such a controversy. Present indications are that 
such a debate of greater or less intensity and bitterness will result from 
an effort to amend the tariff. 






















NEW FORM OF TREASURY STATEMENT 


The daily statement of the United States Treasury and the monthly 
public debt statement of the government have been revised, so as to 
make them more intelligible and clearer to the public. The new daily 
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statement will represent the actual condition of the Treasury, so far 
as it is possible to present it, at the close of business each day. The new 
public debt statement will show the actual condition of the Treasury 
and the state of the public debt at the close of business each month. 
The new form for the daily Treasury statement became effective Octo- 
ber 1, 1915, and that for the public debt statement, October 31, 1915. 

The most important points in which the new form of daily statement 
differs from the old are the following: 

The assets and liabilities of the government have heretofore been 
published under two general classifications, viz.: (1) “The General 
Fund” and (2) “The Currency Trust Funds,” “The General Fund,” 
and “The Gold Reserve Fund.” The new form shows the assets and 
liabilities divided into three general classes, viz.: (1) “Gold,” (2)“ Silver 
Dollars,” and (3) “The General Fund.” This gives at a glance the 
amount of gold and the amount of silver dollars in the Treasury, the 
liabilities against such coin and bullion, and the actual condition of the 
general fund. 

In the new form the item “ Disbursing Officers’ Balances’”’ is excluded 
from the liability side of the general fund and included in the net balance. 
These disbursing officers’ balances consist of amounts placed by the 
Secretary of the Treasury to the credit of disbursing officers, against 
which they are authorized to draw checks in payment of public obliga- 
tions. These amounts are funds of the United States in the same sense 
that the balance remaining, subject to the warrant of the Secretary 
alone, is money of the United States. In the past, whenever the Sec- 
retary has placed an amount to the credit of a disbursing officer, it has 
been the custom to carry that on the Treasury statement as a disburse- 
ment. As a matter of fact, the money in many instances is not spent 
for months, and sometimes not at all, being returned to the Secretary’s 
account. Funds are placed to the credit of disbursing officers practically 
as a bookkeeping arrangement, and they are as much a part of the work- 
ing balance of the Treasury as the money which is subject to the warrant 
of the Secretary. As the net balance should represent the funds in the 
Treasury available for paying the current obligations of the government, 
the amount placed on the books to the credit of disbursing officers should 
be included therein. 

The amount deposited by national banks for the retirement of 
national bank notes, but not yet paid out for that purpose, is also included 
in the net balance. In the old statement this amount was carried on the 
liability side of the general fund. This was an error, because by law 
deposits for the retirement of national bank notes are a part of the public 
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debt. The act of July 14, 1890, prescribes that such deposits shall be 
covered into the Treasury as miscellaneous receipts, and that the notes 
thus rendered subject to retirement by the United States shall be carried 
as a part of the public debt. This fund is not the 5 per cent fund pro- 
vided for the redemption of the current circulation of national banks, 
but is a fund for the redemption of the notes of national banks which 
have ceased to circulate notes, or which have reduced their circulation. 
As directed by the act of July 14, 1890, the amount to the credit of this 
fund was placed in the general fund balance, where it was carried con- 
tinuously until the early part of 1913, when the form of daily Treasury 
statement was changed. The item is now restored to the general fund 
balance, where it belongs, and will appear as a liability on what was 
previously known as the monthly public debt statement. 

Following the general fund statement appears the daily trial balance 
of the general fund, entitled ‘Receipts and Disbursements This Day.” 
This is a simple statement of the day’s transactions. One important 
change contained in this table, as well as in the “Comparative Analysis 
of Receipts and Disbursements” on p. 2, is the segregation of Panama 
Canal receipts. 

In the past it has been customary to set forth Panama Canal dis- 
bursements separately as extraordinary expenditures, but receipts from 
tolls, profits from the sales of material on account of the Canal, etc., 
have been included in the ordinary miscellaneous receipts. In the future 
these Panama Canal receipts, like the disbursements on account of the 
Panama Canal, will appear separately. 

The new daily statement is on a cash basis. Receipts have formerly 
been reported on a cash basis, while disbursements have been on a mixed 
basis. This has proved confusing. Under the new form, disbursements, 
like receipts, represent cash transactions. 

It will be impossible to state outstanding checks in the column of 
liabilities in the daily statement, because it is not practicable to get the 
information daily from disbursing officers. Outstanding checks and 
warrants are offset in large measure, however, by receipts which are in 
transit to the Treasury. All outstanding warrants and checks will be 
shown monthly in what previously was known as the public debt state- 
ment. 

Several tables that appeared on the fourth page of the old statement 
are either omitted entirely as unimportant or uninforming, or are 
included in the new items on p. 3—“ Federal Reserve Notes and National 
Bank Notes Outstanding”’ and ‘‘ Transactions Affecting Federal Reserve 
and National Bank-Note Circulation.” “Bonds Held in Trust for 
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National Banks” still appears, but the table of “Pay Warrants Drawn” 
has been omitted. It is believed that a daily statement of these war- 
rants is of no value, and it will hereafter appear in the form of “Pay 
Warrants Issued,” monthly, in what previously was known as the public 
debt statement. 

The new statement will give an accurate idea of the actual condition 
of the Treasury as far as it is ascertainable from day to day. The old 
statement, with its cumbersome notations of purely bookkeeping trans- 
actions within the Treasury Department, which had little bearing upon 
actual expenditures, has been very confusing and has led to much mis- 
conception as to the actual condition of the Treasury. 

The public debt statement in the new form is changed to “ Financial 
Statement of the United States Government.” 

Instead of reproducing the daily statement for the last day of each 
month on the public debt statement, the new statement will include 
a table of cash available to pay maturing obligations, or, in other words, 
the working balance of the Treasury with the liabilities against it. On 
the asset side of this table will be the net balance in the Treasury. On 
the liability side of this statement will be set up outstanding warrants, 
checks, and matured coupons. While it will not be practicable, as 
stated above, to get daily from disbursing officers a statement of their 
outstanding checks, it will be possible to get this information once a 
month. 

The monthly statement will also include a table of warrants and 
checks issued by departments which will show the expenditures according 
to this classification. 

It will be necessary to get information from disbursing officers all 
over the country for the monthly statement, but it is believed that this 
work can be so expedited that the department will be able to issue the 
statement on the 15th of each month. 


GROWTH OF THE “TRADE BALANCE” 


The current figures relating to American export trade furnish the 
best explanation of the reasons for the unprecedented action of the 
French and English governments in floating a loan in the American 
market. Figures for the eight months ending with August, just issued 
by the Department of Commerce, afford a fair comparison with the 
corresponding period of 1914, inasmuch as exportation had not begun 
to be seriously hampered until toward the end of August, 1914, “‘mani- 
fests” and other documents being filed at the various ports and the 
cargoes awaiting shipment until vessels were willing to leave harbor. 
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The accompanying condensed table shows the comparative situation 


for the period in question. 
TABLE I 








Month of August, rors Eight Months Ended August, rors 





Groups 
194 19grs 1914 Tors 





Imports (000 omitted) | (000 omitted) | (000 omitted) | (000 omitted) 

Crude materials for use in 
manufacturing $40,751 $53,464 | $436,234 $435,468 
Foodstuffs in crude condition 
and food animals 16,813 18,192 159,110 147,181 
Foodstuffs euay or wholly 
manufact 23,121 21,755 181,199 205,467 


19,030 23,069 198,584 163,817 


28,635 24,668 284,496 191,086 
1,426 679 10,735 7,863 





$129,767 $141,830 | $1,270,361 | $1,150,884 








Exports 
Crude — for use in P 
manufacturing 12,237 23,890 340,514 375,08 
Foodstuffs in crude condition . i 
and food animals 28,610 25,878 108,805 289,317 
Foodstuffs —_ or wholly 
manufactured 18,596 42,181 170,685 405,012 
Manufactures for further use 
in manufacturing 16,208 40,712 240,692 285,737 
Manufactures ready for con- 





32,357 113,189 421,912 753,352 
187 11,213 4,263 86,060 





Total domestic exports | $108,198 $257,065 | $1,286,874 | $2,194,566 
Foreign merchandise ex- 
2,169 3,905 24,475 37,187 


$110,367 $260,971 | $1,311,349 | $2,231,754 




















It will be observed that up to the end of August, 1915, the total 
exports of all classes of merchandise (including re-exports of foreign) 
totaled $2,231,754,730, as against imports of $1,150,884,760. It is thus 
a notable fact that recovery in importations has now reached a point 
where the total is only about $120,000,000 behind last year’s figures, 
which were $1,270,361,263. While, as already observed, it is true that 
the eight months of 1914 on which this comparison is based included one 
“war month”—August, 1914—so that the last year’s returns do not 
stand for normal conditions, it is also true that the recovery in imports 
is distinctly progressing, although the character of the goods has changed. 
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The other notable fact to be observed in the gross figures is that while 
exports and imports for the eight months of 1914 were nearly equal, 
exports being only about $41,000,000 in excess, this year’s exports are 
nearly $1,100,000,000 ahead of this year’s imports and over $900,000,000 
ahead of last year’s exports for the same period. The great trade 
balance of eleven hundred millions averages over $135,000,000 per 
month since the beginning of the year, and the sales are proceeding at 
very much the same rate today. At this rate the balance would be, by 
the end of the calendar year, between $1,600,000,000 and $1,700,000,000 
for the twelve months. 

The change in the character of our foreign business, indicated by the 
new figures, is regarded as even more interesting than the mere rate of 
growth. Last year during the corresponding period the largest single 
group of imports in the government classification was crude materials 
for manufacturing, which was about $436,000,000, while the second 
largest was manufactures ready for consumption, which was $28s,- 
000,000. This year the crude materials imported are almost the same 
in value as last year, but manufactures are nearly $100,000,000 less, being 
only $191,086,827. At the same time, manufactures ready for con- 
sumption exported have increased from $422,000,000 last year to $753,- 
000,000 this year. The materials imported are, in fact, about the same, 
but the nation has greatly reduced its foreign purchases of manufactures 
ready for use and immensely increased the proportion of its foreign sales 
of such manufactures. It bought about the same quantity of crude 
foodstuffs this year as last, and increased its purchases of manufactured 
foods only relatively slightly, but it nearly trebled its sales of crude 
foodstuffs and more than doubled its sales of manufactured foods. As 
sales of materials for further manufacture to other countries were not 
far from the same this year as last, it is plain that the country has become 
more and more self-contained, supplying its own needs, and at the same 
time has greatly strengthened itself as a purveyor of manufactured goods 
to other nations. The basic figures for foreign trade thus supplied 
indicate immensely greater growth in the volume of domestic manu- 
facturing for domestic consumption and bear out very amply the current 
reports from all quarters regarding the renewal of activity in production. 
The tendencies thus indicated are for the most part even more marked 
in their relative importance when attention is confined to the monthly 
returns. Crude foodstuffs exported during August were less than during 
August, 1914, while manufactures ready for consumption were about 
three and one-half times as great in value as in August, 1914. 
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La Révolution industrielle et les origines de la protection légale de 
travail en Suisse. By Witttam E. Rapparp. [Collections 
d’études économiques Suisses.] Berne: Staempfli et Cie, 
1914. 8vo, pp. vii+343. Fr. 8.75. 

This volume is announced by its author as a response to a demand 
of the commission on the protection of labor and on industrial hygiene 
and preventive measures in connection with the Swiss National Expo- 
sition of 1914. Professor Rappard occupies the chair of economic history 
in the University of Geneva, and was formerly assistant professor of 
political economy at Harvard. As the title indicates, the work is his- 
torical. It is divided into three parts. The first presents an account of 
the industrial situation of Switzerland prior to the year 1798, discussing 
geographic, political, and religious conditions, and the distribution and 
organization of the principal industries. The second takes up the 
industrial revolution, covering the period from 1798 to 1848, during which 
time the shifting of political conditions was almost as great a factor in 
the industrial life of the country as was the introduction of machinery. 
The third part opens with a review of the legal protection afforded prior 
to 1798, other chapters discussing child labor and its protection, and the 
rise of a factory working class, and the protection of adult labor. 

The standpoint of the author can be inferred from his opening quota- 
tion from Macaulay to the effect that a study of the past disproves the 
charge of the rise of new social evils in modern times, the truth being that 
that which is new is the intelligence that discovers the evils and the 
humanity that relieves them. This view Professor Rappard questions, 
adopting rather the position of Marx that labor legislation is a child of 
the industrial revolution, being its “necessary product”; and that before 
the introduction of modern machinery and the movement of industry 
from the home to the factory, such legislation was neither necessary nor 
possible. 

Much interest attaches to the study because of the distinctive nature 
of the various political and industrial units under consideration, and 
because of the obvious influences exerted by the differing racial and 
religious types. The practical independence of the cantons and the 
varieties of governmental ideas—democratic, aristocratic, ecclesiastic, and 
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monarchical—were also elements affecting the nature and opportunity 
of industrial development. Other influences noted were the international 
trade routes, the local tariffs, and the wide range of physical features of 
the different cantons. 

At the beginning of the period covered, the mediaeval privileges of 
patrons still held their ground in some localities, and the rivalry between 
town and country restrained free and uniform industrial development 
to a marked degree. The two great divisions of Swiss industry—the 
textile trades and watchmaking—afforded wide contrasts in the readiness 
with which they were affected by the introduction of the factory system, 
and also in respect to the relative status of the different classes of workers 
engaged in them. It is hardly necessary to say that it was in behalf of 
the children employed in the textile industries that the beginnings of 
factory legislation were made; and if there seems to have been great 
difficulty in securing its enactment, and great irregularity of progress 
in the different cantons, the differences of racial and economic develop- 
ment are found to furnish a part of the explanation, and the severe com- 
petition of the English spinners and weavers another part; while the 
apparent defects in direct labor legislation will be found to be offset in 
large measure by advanced and fairly well-enforced requirements as to 
school attendance. 

Interesting pre-revolutionary developments are the enactment of a 
minimum-wage law (1674 and 1717) by the paternally disposed aristocracy 
of Zurich, though with a curious mingling of motives of self-protection 
with those of care for the workers; the establishment of maximum 
and minimum piece-rates for the ribbon workers of Basle as a check 
to the ruinous competition among manufacturers; and a more interesting 
and more unselfish early child-labor law of Zurich (1779) that affected 
the entire cotton-spinning industry in seeking to protect young children 
from the hardships of a peculiar system of homework under parental 
employment known as Rastgeben. Another item of a present-day savor 
was the creation in 1789 by a decree of the canton of Basle of a benefit 
fund for the relief of the ribbon-weavers of its rural districts. 

These efforts at protective legislation, though sporadic and of mixed 
motives, and preceding the development of the factory system, show the 
nature of the influences under which it was introduced. With the sweep- 
ing away of all restrictions on freedom in the days of the revolution, and 
the almost contemporaneous rise of the factory system, conditions 
speedily became so abhorrent that remedial measures were demanded. 
Children of six or eight years of age were employed 15 or 16 hours daily, 
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or throughout the entire night, and had not even the poor benefit of 
parental care when released from the dust-laden air of the spinning- 
room. The movement in their behalf is traced to the intervention pri- 
marily of the school authorities, and from about 1812 the agitation was 
so persistent and definite that, both by the operation of law and by the 
force of public opinion, advantages were soon gained for the child 
workers, though the work of relief was far from complete as late as 1870. 

The first legislation of the modern régime was an ordinance of the 
council of Zurich (1815), fixing the age for beginning work at nine years 
and requiring an age and schooling certificate from the ecclesiastical 
authorities of the parish of the child’s residence, with provision for a 
continuation course in religious instruction. The time of beginning 
work was not to be before five in summer and six in winter, and work might 
continue not more than 12 or 14 hours per day. Other provisions 
related to care for morals in the shops and at the lodging-places and for 
the enforcement of the law; so that as a whole it wore quite a modern 
aspect and was a great advance over the law of 1779 of the same canton. 
Later in 1815 the canton of Thurgovie adopted the law of Zurich, 
strengthening it in some of its weaker points, notably in forbidding night 
work by “young persons,” though not accurately defining this class. 

The first Swiss law of general application to workers was one of Glaris 
of the year 1848, fixing the hours of labor in spinning mills at not more 
than 14 per day, or 13 by day and 11 by night, where operation was 
continuous. Other legislation and attempted legislation is noted, but 
these are pioneers, and typical of the achievements of the times under 
consideration. Imperfect as they were, and inadequately enforced, they 
had nevertheless to encounter the opposition of the manufacturers, both 
attitude and argument being of a style most familiar to anyone reading 
the accounts of present-day attempts to secure the enactment of similar 
laws. One somewhat surprising item is the opposition by referendum in 
some cantons to the enactment of laws for the benefit of the very persons 
offering the opposition, though the reason may be found in the fact that 
in the hostile cantons the factory system had not reached such a develop- 
ment as to impress the necessity for the type of laws under consideration. 
The individualistic ideas of Latin Switzerland were also more opposed 
to the conception of a regulated contract than were the more socialized 
views of the German cantons. 

The author refrains from attempting logical deductions as not com- 
patible with a simple descriptive and narrative historical study. Never- 
theless there are frequent indications of clearly conceived conclusions 
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as well as pleasing glimpses of philosophy that afford variety in the midst 
of sober statements of fact, though no one can charge the work with 
wearisome detail or dogmatic generalization. 


LinpLey D. CLARK 
UniTED STATES BUREAU 
or Lasor STATISTICS 


Pan-Americanism. A Forecast of the Inevitable Clash between the 
United States and Europe’s Victor. By RoLtanp G. USHER. 
New York: Century Co., 1915. 8vo, pp. xix+466. $2.00. 


Despite the mild attraction of the main title and the somewhat 
sensational appeal of the subordinate one, the content of this book 
handles primarily neither of the topics suggested. Instead, the author 
declares it his purpose to “make as clear as possible . . . . the relation 
of the United States to the present European situation and to the prob- 
able or possible crisis which the end of the war may precipitate” (p. vii). 
The major part of the volume, he asserts, is “devoted to the present 
condition of the United States and of Latin America, with especial 
attention to Pan-Americanism as a possible solution of American prob- 
lems” (p. vii). If the declaration be accurate, the reader wonders 
why the main title was selected; if the assertion be correct, he is equally 
at a loss to understand why the subordinate title was chosen. His 
dubiety deepens when he discovers, on actual examination of the text, 
that only 123 pages, or a fraction more than a fourth of the book, deal 
directly with Pan-Americanism at all, that 127 more have reference 
to Latin America or some part of it, and that nearly half of the entire 
work bears simply on a variety of foreign issues or eventualities that 
may concern the United States. 

An unusually elaborate table of contents shows that, after a fore- 
word relating to American problems and the war, the treatise has four 
principal divisions given over, respectively, to a consideration of “The 
United States,” ‘The Victor,” “ Pan-Americanism,” and “The Future.” 
As its themes, the first discusses the foundations of American independ- 
ence, the supremacy of the sea, South America and the West Indies, the 
supremacy of the Western Hemisphere and our present strategic position. 
Similarly, the second treats European policies and motives, the “redis- 
covery” of South America, probabilities of German aggression—which, 
apparently, turn out to be unlikely—possibilities of English aggression 
—which are shown, seemingly, to be probabilities—rights of neutrals, 
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and Japanese expansion and the Pacific. In the third division comes 
the brief study of Pan-Americanism proper, with particular reference to 
its vagueness and vagaries, its futility and its future. The closing 
portion of the work handles certain concrete issues of the future, the pre- 
requisites of independence, the economics and the ethics of expansion, 
the expediency of the Monroe Doctrine, the argument for disarmament 
and the price of disarmament. At the end, just preceding a bibliography, 
an opinion is advanced regarding the difference, for historical purposes, 
between testimony and evidence, past and present. 

From the accumulation of testimony and evidence furnished Pro- 
fessor Usher deduces no very definite consequences for the reader to 
ponder over. His province has been rather “to analyze, to discuss, 
and to examine”’; to offer “perspective as well as information, a brief 
statement of jarring opinions and suggested solutions.” ‘ Advocacy and 
proselytizing”’ he has left “for those who will draw conclusions from the 
body of ascertained facts’”’ he has gathered (p. viii). The author thus 
disclaims expressly any intention to set forth views of his own; but he 
requests potential critics, nevetheless, not to tax him “ with inconsistency 
until they are sure that the statements they are comparing are intended 
to represent”’ his own ideas (pp. viii, 327). 

Were “ascertained facts’”’ the real premises submitted, conclusions 
from them might not be so very difficult to draw. The trouble is that 
by far the major part of the book abounds in anonymous and conflicting 
hypotheses, assumptions, conjectures, and suppositions. Professor 
Usher may disclaim responsibility for them himself, but he mentions no 
one by name, except now and then “Calderon,” to whom they are to be 
ascribed. These argumenta ad neminem predicate all sorts of possi- 
bilities or probabilities with no prospect of any inevitability in particular, 
except the certainty of some kind of an economic and political future for 
the United States and all other nations mentioned in the text. Through- 
out runs an indication that the world has been, is, and will be organized 
on a militaristic basis, coupled with an intimation, not so strong, that 
this will not be the case hereafter. The chief conclusion that the reader 
is likely to draw from it all is the obvious duty of helping himself from one 
arsenal of opinions more or less received, in order that he may bombard 
another of asseverations having about equal validity. 

That the book has value as a compilation of viewpoints of many 
indeterminate writers, possibly including some or all of those cited in 
the bibliography, is unquestionable. Whether it serves to enlighten or 
to confuse is another matter. It can hardly be termed a concordantia 
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discordantium, because the method of treatment makes any process 
of reconciliation well-nigh hopeless. It may picture quite faithfully, 
however, the state of mind of thoughtful Americans who try to figure out 
how the war may end, and what may be the consequences for the United 
States. 

Since Professor Usher seems desirous of abstention from anything 
that. might exemplify his own knowledge or opinions, or those of any 
other ascertainable person, except “Calderon,” it conduces to no espe- 
cially useful purpose for the reviewer to point out errors or misstate- 
ments. Equally undesirable is it to carp at the variety of definitions of 
Pan-Americanism (e.g., pp. 203, 206, 207, 212, 216, 217, 225, 239-43, 
244, 276, 277, 286, 317, 321, 399), when such a thing, apparently, is 
held to be without form and void, even if it possesses premises, fallacies, 
and a future. Into the same category of uselessness falls any criticism 
of the practice of alluding to “South America’”’ as a “nation” (p. 242), 
or as a “country” in the political sense (pp. 140, 148), of not always 
differentiating between “South America” and “Latin America,” and 
any animadversion, also, on the failure to show that these areas 
have individual, independent states in them, until p. 272 has been 
reached. 

Among the authorities consulted, Spanish-American writers, obvi- 
ously, were not consulted in their mother-tongue; otherwise it would be 
difficult to explain the extraordinary misspelling and wrong accentuation 
of the titles of the works by Torres Caicedo and others mentioned in the 
bibliography, and the mistaken orthography and identification, in point 
of time, as well, of the names given on p. 227. Why, it may be asked, 
are the names of notable writers on Pan-American affairs, such as 
Bolivar, Alberdi, Alvarez, Romero, Sarmiento, Argiiedas, Ortiz, Ugarte, 
Merlos, Blanco, Abasolo, Orbea, Botero, Fried, and Rowe omitted from 
the list ? 

The book is smooth in composition, its style facile, and its language 
fluent. At times, however, the author appears to have been in a great 
hurry. Repetitions are somewhat numerous (e.g., pp. 206, 211, 218, 223, 
228 ff., 233, 256ff., 289 ff., 317). Inaccurate expressions, too, are 
rather frequent. The combined areas of the United States and Latin 
America (i.e., approximately 12,000,000 square miles), for example, 
hardly “approach the vastness of European and Asiatic Russia”’ (i.e., 
8,000,000 square miles) (p. 276), unless they do so in a contrary direction! 
“Ethics” is followed by a singular verb on p. 388 and by a plural one on 
p. 371. Similar slips are visible on pp. 360, 379, 392, and 425. 
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Had the book been called “The Foreign Problems of the United 
States with Some Reference to Latin America: A Symposium of Con- 
flicting Opinions about the Outcome of the War,’’ the content would have 


befitted the title. 
WILLIAM R. SHEPHERD 
CotumsBi1A UNIVERSITY 


English Economic History. Select Documents. Compiled and 
edited by A. E. BLAanp, P. A. Brown, and R. H. Tawney. 
London: G. Bell & Sons, 1914. 8vo, pp. viiit+-730. $2.00.. 


The rapidly increasing interest in English economic history has 
created a large demand both for textbooks and for source-books on the 
subject. There are now in print textbooks a plenty, most of them of 
indifferent merit. This is the first serious attempt to supply a source- 
book which shall deal adequately with all the obvious phases of the sub- 
ject. With the exception of the period before the Norman Conquest 
and of the period since the repeal of the Corn Laws it covers practically 
the whole field. The material is grouped, chronologically, in three parts, 
the first part covering the period from the Conquest to 1485, the second 
part from 1485 to 1660, and the third part from 1660 to 1846. Under 
these paris there is a further grouping by topics. Part II, for example, 
has separate sections on rural conditions, on towns and gilds, on the 
regulation of industry by the state, on the relief of the poor and the 
regulation of prices, and on the encouragement of industry and commerce. 
Each section opens with a brief introductory note and a short bibliog- 
raphy of sources and modern books. 

Both in the selection of material and in the arrangement of it the 
editors have shown excellent judgment. The extracts themselves are 
drawn from all quarters. Almost a third of them have never been printed 
before, yet the editors have wisely resisted the temptation to print merely 
what was new and have aimed rather to select good illustrations than 
unpublished documents. One wonders why they neglected altogether 
the Anglo-Saxon period. No doubt extracts from Caesar and Tacitus 
are hackneyed enough, yet they would seem almost indispensable in a 
collection of documents in which so much emphasis is laid upon the con- 
dition of the people on the land. One wonders also why the editors 
chose to stop at 1846. They justify this decision on the grounds that 
they had too much material already. This is a time-worn excuse which 
will hardly satisfy teachers of English economic history in the nineteenth 
century who are probably more embarrassed than those working in any 
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other field by the lack of well-selected illustrative material. Certainly 
the economic history of England during the last seventy-five years is not 
wanting in significance. 

It will perhaps appear to other readers as it appears to the reviewer 
that too much emphasis has been laid, in the selection of extracts, upon 
social conditions and too little upon foreign trade and colonization. 
For example, in the section dealing with commerce from 1485 to 1660 
one would have expected at least one sample of a trading company 
charter and something more on the development of the colonies than 
Henry VII’s Letters Patent to the Cabots. Yet American students, at 
any rate, will not regret this over much, since the material which is 
omitted is far more familiar to them and far more accessible than the 
material included. It is rather surprising also to discover nothing what- 
ever in Part III (1660-1846) to illustrate the change from the economic 
theories of the mercantilists to those of Adam Smith. No doubt in the 
past economic historians have been disposed to emphasize the develop- 
ment of economic theory at the expense of other important matters, 
but that hardly justifies a complete neglect of it. 

The selected bibliographies at the heads of the various sections are 
on the whole very good though they reveal curious gaps. Mr. Salz- 
mann’s excellent and very readable little book on Medieval Industries 
should certainly have been included somewhere, as should Miss Kramer’s 
admirable monograph on The English Craft Gild and the Government 
(Columbia University Studies in History, Economics, etc., XXIII). 
The recent work by Mr. Gilbert Slater on English economic history in 
the nineteenth century likewise deserved a place. It is surprising also 
to note the omission of Miss Jencke’s monograph on the Staplers and 
of the contributions of Professor Lingelbach to the history of the Mer- 
chant Adventurers, to say nothing of the important studies of Schulz and 
Ehrenberg on the Hansa trade. But the bibliographies on foreign com- 
merce, like the sections devoted to that subject, are the weakest in the 
book. 

When all these objections are made the fact remains that this is an 
extraordinarily good book of its kind and one which can be heartily 
recommended to all teachers and students of the subject. It is conven- 
ient in form and excellent in substance. Not the least of its merits is 
that the mediaeval documents have been rendered in modern English, a 
timely concession to our increasing ignorance of Latin, particularly of 
the mediaeval variety. The introductory passages are both short and 
excellent, the bibliographies, though imperfect in spots, are on the whole 
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well chosen. The pity of it is that there is no textbook on English eco- 
nomic history adequate to serve as a companion volume to this unusually 
good source book. The editors recommend Professor Ashley’s recent 
volume, The Economic Organization of England; in the opinion of the 
reviewer, however, it is too brief for the purpose, just as Professor 
Cheyney’s little volume is too old and the more recent attempt by A. D. 
Innes too imperfect. This dearth of good textbooks is commended to 
the attention of the editors of this volume. With a man of such conspicu- 
ous talent as Mr. Tawney among them, they very likely could, if they 
would, supply the deficiency. 
Conyers READ 


UNIVERSITY OF CHICAGO 


Money and Banking. By JoHN THORN HotpswortH. New York: 

Appleton, 1914. 8vo, pp. 439. $3.00. 

Upon the whole, Dean Holdsworth’s book is one of the best of its 
kind which have appeared within recent years. His evident purpose is 
to produce a volume available as a text for beginners in college and uni- 
versity courses and a compact, readable one for interested business men. 
In this purpose he has without doubt succeeded admirably. His style 
is excellently descriptive, enlivened throughout, for the man first seriously 
approaching the subject, by an abundance of pertinent facts of business 
practice interestingly bound up with the elucidation of principles and 
exposition of legislative enactment. This distinctive feature of wealth 
of concrete material, so dear to the heart of the beginner, is well illus- 
trated in the chapter on “Credit,” which, as many other chapters not 
pretending to present new material, is permeated with apt illustration 
to an extent rarely realized in the ordinary text covering this large 
field. Of the 400 pages, 120 are devoted to the subject of money and the 
remainder to banking. The order of treatment is conventional and the 
twenty-two chapters treat an equal number of fairly distinct and well- 
selected themes which cover essential principles, relevant legislative and 
economic history, banking systems, and banking organization and prac- 
tice—chiefly, of course, as related to our own conditions and develop- 
ment. Large topics—whether it be prices, note issue, foreign exchange, 
banking development in the United States, or the erstwhile problem 
of bimetallism—the author touches with a deft and pleasing hand. He 
has apparently held constantly in mind the cardinal point that our 
monetary, banking, and financial development has led to the establish- 
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ment of the federal reserve system. And this system, while frequently 
referred to in earlier pages, is given in the final chapter as adequate a 
presentation as one could well require within the limits of fifty-odd 
pages. 
But having said so much, it is to be observed that the book is not 
without defects. Why writers of texts on money and banking feel 
compelled still to follow the conventional order of topics in the treatment 
of the subject is not quite comprehensible. Why should they almost 
invariably treat the subject of prices before that of credit? Why should 
they rigidly separate individual topics of money from topics of banking, 
thus depriving themselves of a more natural procedure? Why, for 
example, should not treatment of note issue and of deposit currency, in 
the main, precede instead of follow the theory of prices, albeit one is, 
strictly speaking, a monetary topic and the others banking topics? 
Some of the chief difficulties experienced by the beginner in grasping the 
elements of price theory could conceivably, by a different treatment, be 
avoided. The author holds a liberalized quantity theory of prices which 
is presented with his usual clearness and effective reflection of concrete 
facts, but he suffers a surprising and totally unnecessary lapse when he 
states (p. 78) that “‘it is generally recognized, of course, that a consider- 
able part of the advance in commodity prices has been due to the fact 
that production of food products and other staples has failed to keep 
pace with the increased consumption due to the rapid growth of city 
population.” Mention of the excellent price tables of W. C. Mitchell 
is unaccountably omitted in a description (pp. 82-87) containing some 
of lesser worth. Some inaccuracies of statement occur, owing doubtless 
in most cases to brevity required by limitations of space: e.g., p. 18, in 
reference to Gresham’s law; p. 22, omission of redemption in gold as a 
reason why silver coins remain at par; p. 28, $450,000,000 of United 
States notes were issued—also it is a growing belief that the chief purpose 
of those establishing the national banking system was currency better- 
ment and not financial aid; p. 52, the words “elasticity lacking in all other 
forms of our currency” should not apply to deposit currency—a point 
correctly stated elsewhere; p. 309, the surprising criticism that “to protect 
its gold reserve the bank [of England] resorts to the very clumsy and 
expensive device of raising its discount rate.”” While a reading of related 
passages acts as a corrective of most such statements, the “beginner” 
and the “interested young man of business’’ are nevertheless confused 
by them. One readily overlooks many of the numerous repetitions which 
occur, since the volume is written for those new to the subject. 

















946 JOURNAL OF POLITICAL ECONOMY 


Instructors especially who use a text as the basis of their courses 
will welcome a volume which includes so much, well presented, of 
principles and practice and which gives evidence of intimate contact 


with business men and business processes. 
Don C. BarREtTr 
HAVERFORD COLLEGE 





Political Thought in England from Herbert Spencer to the Present Day. 
By Ernest BARKER. New York: Henry Holt & Co., 1915. 16mo, 
pp. 256. $0.50. 

This book, which is a recent addition to the “Home University Library,” 
is fully up to the high standard which the editors of that series have previously 
maintained. While exhaustive treatment of the subject would be impossible 
within such a narrow compass, the author has nevertheless succeeded in placing 
in clear perspective the various aspects of recent English political theory. The 
work is both expository and critical in its treatment of the different schools of 
thought, while the general linking up of the phases of historical development 
gives a unity to the whole which justifies the spirit of healthy optimism marking 
the author’s conclusions. 

From the historical standpoint the most valuable part of the book is that 
which deals with the work of T. H. Green and Herbert Spencer. The prin- 
ciples enunciated by these writers have been presented as forming the intellec- 
tual antithesis from which may be traced a continuous line of thought that is 
at present manifesting itself in the realms of social psychology, the new eco- 
nomics, and the aspect of legal theory which has been emphasized by Maitland. 
The author devotes considerable attention to the modern tendency to return 
to the cult of instinct, as evidenced in the present reaction against both “intel- 
lectualism” and the state. The general conclusion is reached, however, that 
the new movement will not result in the growing importance of economic or 
social groups at the expense of national unity. What will result will be a new 
conception of the state and of all that is implied in the idea of sovereignty. 
It is useless to attempt to satisfy our desire to be up to date by denying the 
obvious and accepted facts of life; hence the current criticism of the function- 
ing of existing institutions will result in gradual reform rather than in abolition 
of the present political system. ‘‘The state is always with us; and the party 
system, in a state like ours, which is based on representative government, is 
equally inevitable. Where there are representatives, there must be organiza- 
tion of representatives; and what organization there can be other than party 
no man has yet discovered. Sparta has fallen to our lot, and we must adorn 
it. The state and its institutions are with us, and we must make the best of 
them” (p. 250). 
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German World Policies. By Paut Ronrpacu. Translated by Epmunp 
von Macu. New York: Macmillan, 1915. 8vo, pp. 243. $1.25. 
This is a translation, only slightly abridged, of Der deutsche Gedanke in 

der Welt, published in 1912. It affords a significant insight into the German 

ideals and character and gives an estimate of British achievements and 
aspirations more just and unbiased than most that have proceeded from 

German sources since the war began. 

The book is an exhortation to Germans to unite in spreading the German 
idea throughout the world, particularly in Turkey, Africa, and China, so as 
to make impossible the domination of the Anglo-Saxon type in those regions 
still in the process of development. The conquest should be a moral one 
based upon foundations of economic and political strength. The author 
claims that England seeks to crush the German empire and construes British 
naval preparations as a policy of aggression. But “the policy of the German 
idea does not contemplate any violence.” 

It is easy to criticize this book in the light of subsequent events. It is very 
doubtful if spiritual influences can be disseminated except by spiritual forces; 
the intellectual or moral contributions of a civilization cannot be spread, as 
Bernhardi says, “‘under the aegis of political power.” The author’s references 
to Turkish political and military vigor have not been borne out by subsequent 
history. The statement that ‘Russia has even lost the ability to undertake 
extensive political or military activity in Europe” is refuted by the witness of 
the present movements under the Grand Duke Nicholas. Certainly the 
events that took place on the eve of this great war do not seem to lay the 
responsibility on the shoulders of Great Britain. 

Herr Rohrbach advocates German political expansion and yet he says, 
“The German is capable of truly great achievements only in the form of 
individual genius or when he has to submit to severe discipline in company 
with hordes of others. The free communion of work done by people who 
voluntarily organize for this purpose is not characteristic of the Germans.” 
These words, if pushed to the logical conclusion, would seem to point to the 
unfitness of Germany to found a colonial empire. 


A History of Social Legislation in Iowa. By Joun E. Briccs. Iowa 
Social History Series. Iowa City, Iowa: The State Historical 
Society, 1915. 8vo, pp. xiv+444. 

This volume is a thorough presentation of Iowa legislation for the control 
and promotion of social welfare. The author defines social legislation as 
“those protective measures, the object of which is to effect certain changes in 
the conditions of human life,’’ and which, in the words of Professor James, seek 
to secure for each individual “a standard of living, and such a share in the 
values of civilization as shall make possible a full moral life.” The field of 
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social legislation, according to Mr. Briggs, is divided into two parts—that which 
affects particular classes of society and that which affects society in general. 

The opening chapter in the book gives a brief historical account of social 
legislation in England; succeeding chapters give with considerable detail Iowa 
legislation in the codes of 1851, 1860, 1873, and 1897. The body of the book 
is occupied by a discussion of the state’s social legislation since 1897, and con- 
siders institutions, the care of defectives, dependents, and delinquents, pen- 
sioners, and laborers, the latter with particular reference to the Workmen’s 
Compensation act of 1913, the Child Labor law of 1906, and the Compulsory 
School act of 1902. There is also a discussion of public-health measures as 
regards vital statistics, contagion, pure food and drugs, sanitation, and hos- 
pitals; public safety, as regards fire protection, road rules, use of explosives, 
etc.; public morals and domestic relations. The notes and references supplied 
are ample and well arranged. 

Judging by the enumeration and discussion of laws for social welfare, Iowa 
is a very fortunate state in this particular. However, with this mere enumera- 
tion we are not satisfied. We are primarily interested in, first, the enforcement 
of these laws, and, secondly, their effect. Mr. Briggs, however, has neglected 
to touch upon these aspects of his subject. Had he done so the book would 
carry more weight, for it is only through the experience of states with social] 
legislation that wisdom for the future will come. 


Income. By Scott Nearinc. New York: Macmillan, 1915. 8vo, 
pp. xxvii+238. $1.25. 

In his latest work, Professor Nearing publishes a study of the actual incomes 
of the wage-earners of the United States, as shown from such official reports as 
can be had on the subject. The tables used, which include federal and state 
statistics and public service returns, are incorporated in the book as appendixes. 

The author takes the position that income is logically divided into two 
classes—that obtained as a result of the ownership of property and that which 
comes from expenditure of human energy. According to his calculations, the 
wage-earner does not obtain the full share of value which he adds to a product. 
He deduces from his statistics that the greater proportion of the value added to 
the product in the course of manufacture goes, not to the man who furnishes 
the energy that brings about the change in the character of the article, but to the 
one who controls the capital behind the business. 

This condition, according to Mr. Nearing, forces the great majority of 
American wage-earners to a level of existence below what has been found to be 
a standard of decent living. Our workers are, as a class, underpaid. Because 
of this, their efficiency and the efficiency of their children is impaired; so that 
not only the actual scarcity of high-class positions, but also lack of efficiency 
and inability to obtain training keeps low-paid workers and their descendants 
from bettering their condition. 
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“Despite the superior social value of services; despite the obvious justice 
of favoring the service renderers rather than the property owners, a system has 
been established which places a higher stamp of economic advantage upon the 
ownership of property than it places on the rendering of services.” Such acon- 
dition, the author argues, cannot last. The time will come when all this will 
be changed by some sort of revolution; and the laborer will thenceforth get the 
full value of his labor. 








Indian Finance, Currency and Banking. By S.V.Doratswami. Myla- 
pore, Madras: Published by the author, 1914. 12mo, pp. 176+ 
Xxxii; 2s. 6d. 

British financial policy in India has not been so complete a failure as to 
warrant such wholesale criticism as is here directed against it. Nevertheless, 
the author has real grounds for some of the grievances, as anyone at all 
acquainted with the reputation of the India office will be ready to admit. 

The main point of attack is the Indian currency system. Mr. Doraiswami 
claims that the silver rupee, circulating with a legal tender value nearly twice 
as great as its bullion value, is an anomaly. He advocates the adoption of a 
proposal put forward by the Fowler Committee in 1898 to open Indian mints 
to the free coinage of gold. The fact that the British sovereign is legal tender 
in India, and may be procured if the country so desires, is not considered by the 
writer to be of any importance. In fact, he seems to overemphasize the loca- 
tion of a mint, and neglect the existence of an English mint open to the free 
coinage of gold. Moreover it is an important asset of the present currency 
that it discourages the hoarding of silver. 

There are other interesting suggestions. The author advocates the estab- 
lishment of an Indian State Bank, to assist the other banks in crises, and to 
control the money market generally. The management of gold reserves and 
cash balances in London is sharply criticized—and not without some justifica- 
tion. It seems that more consideration should be given to Indian financial 
experience by the Finance Committee, and less to London city experience. 

The appendices contain a summary of the Report of the Royal Commission 
on Indian Finance and Currency, Sir James Begbie’s note of dissent, and 
criticisms of the report by Professor Nicholson and “‘Asiaticus.”” The material 
of the book is very poorly organized, but the presentation of the Indian side 
of the controversy is useful. 


























Economics and Syndicalism. By ApaM W. KirKaLpy. Cambridge: 
The University Press; New York: Putnam, 1914. 6mo, pp. xii+ 
140. $0.40. 

The author of this little book has undertaken the task of outlining the 
evolution of present economic theory and the rise of socialism and syndicalism. 

Familiar and elementary principles do not seem out of place in a book of this 
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kind, and one expects arbitrary distinctions to be made for the sake of sim- 
plicity. Therefore, when Mr. Kirkaldy introduces subject-matter which seems 
trite to the economist, the object and scope of his work must not be forgotten. 
At many points in this primer, however, a lack of discrimination in the selection 
of material is evident. When space is so precious the reader is surprised to 
find such digressions as the stories of Robert Owen’s early business success and 
romantic marriage, Maurice’s religious experiences, and the anecdotes of St. 
Simon and Fourier. 

The judgment which the author passes upon Marx exhibits a lack of rela- 
tivity which is characteristic of the entire book. An unconscious bias against 
socialism leads him to believe in the orderly and systematic progress of eco- 
nomic thought along a well-defined path, from the hunting stage of human 
development to our present order. The eternal verity of economic laws 
cannot be disputed, for they are founded upon natural progress. Economists 
perceived at first dimly and then with clear vision the exact character of this 
onward movement. Measured by this standard, socialism and syndicalism 
are based on misconception and error. The positive character of the views 
herein presented may do service in combating the extreme arguments of the 
syndicalists, but it is chiefly as a polemic that this treatise has value. 


A Beacon for the Blind. By WintrrEp Hott. Boston: Houghton 
Mifflin Co., 1914. 8vo, pp. 343. $2.50. 


Since Sir Leslie Stephen has written a more pretentious biography of Henry 
Fawcett, Miss Holt does not attempt to appraise the latter’s economic and 
political work. She rather makes it her task to show, by glimpses from his 
everyday life, how courageous, persevering, and undaunted he was in the face 
of almost insurmountable obstacles. The letters and reminiscences of Faw- 
cett’s friends and relatives carry us into a close intimacy with the blind 
economist. 

Though accidentally blinded at the age of twenty-four, so heroic was the 
quality of Fawcett’s spirit that by subsequent labors he became professor of 
Political Economy at Cambridge University, a member of four parliaments, 
and postmaster-general of England. He worked for justice to India; he started 
the movement to preserve the commons and forests of England; he introduced 
the parcel post and increased the efficiency of the postal savings bank. In his 
political career he consistently opposed all measures he could not conscientiously 
support, irrespective of the party behind them. But both in parliament and 
in his private life he was loved for his honesty and cheerfulness. The author 
compares him to Lincoln in gentleness of spirit and courage in the face of 
difficulties. 

Throughout the book there are interesting personal references to great men 
of Victorian England. The significance of the work, however, is not in the 
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information it contains but rather in the inspiration of a marvelous fortitude 
and a shining example of unselfish service. 


The Industrial and Commercial Schools of the United States and Germany. 
By FREDRICK WILLIAM Roman. New York: Putnam, 1915. 8vo, 
pp. xv+382. $1.50 net. 

This book presents in logical order many phases of industrial education in 
the two countries under consideration. It brings together in a number of 
tables the results of personal investigation and the statements of authoritative 
bodies relative to the industrial educational systems of both countries. The 
historical background is given, showing the reasons for the diverse development 
of the two systems, and an endeavor is made to bring out differences of economic 
and industrial ideals as a basis for the divergence of two systems which appar- 
ently should have a common end in view. An attempt is also made to show the 
response of teaching methods to the different social attitudes of the two coun- 
tries toward work, play, and life in general. A considerable space is devoted 
to the contrast of the attitudes of the labor unions in the two countries toward 
industrial education. 

Doctor Roman’s volume is of interest, not only because it collects and pre- 
sents in usable form this particular educational material, but also because it 
attempts to point out the direction which future steps in the furtherance of 
industrial and commercial education in the United States should take in order 
to be of the greatest benefit not only to the individual but to the nation as an 
economic unit. 


Historical Essays on Apprenticeship and Vocational Education. By 
JONATHAN Frencu Scott. Ann Arbor, Michigan: Ann Arbor 
Press, 1914. Pp. 96. $0.60. 

These selected essays sketch vocational training from the earliest gild sys- 
tem to modern times, the object of the author being to show the changing eco- 
nomic conditions in England and on the Continent which shaped the ideals of 
apprenticeship, and caused its rise and fall. The leading chapters on the early 
gild requirements of apprenticeship, journeymanship, and the two chapters 
on the Statute of Artificers are worthy of special note. The interest here cen- 
ters about the economic conditions in foto rather than on any single phase, and 
makes the reader loath to leave the field for the more immediately practical 
chapters which follow and which treat of the modern aspects of industrial 
training. The moral of the treatise may be stated as follows: Apprenticeship 
is unsuited for the present needs of vocational training; times and conditions 
are unlike those under the gild system. Then, the master was personally 
interested in his charge, the relation was close, and the training broad; now, 
the relation is impersonal, the training narrow, and the service sporadic. The _ 
need of the day is broad vocational training administered by the public schools. 
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Was Marx Wrong? By I.M. Rusinow. New York: Issued by Mem- 
bers of the Marx Institute of America, 1914. 12mo, pp. 62. $0.30. 


Statistics afford much fuel for controversy, and here is another fire. Dr. 
Rubinow takes Professor Simkhovitch to task for statistical errors concerning 
the Marxian maxims, concentration of production, disappearance of the 
middle class, and increasing misery of the masses, which appeared in the latter’s 
book Marxism vs. Socialism. Many of the criticisms are valid. Professor 
Simkhovitch did not bring his figures up to date; many of the data are of little 
statistical value; in several instances the conclusions are of doubtful validity. 
On the other hand, Dr. Rubinow does not disprove the contention that the 
foregoing developments have not proceeded so comprehensively as the Marxian 
vision presaged: and this is essentially all that Professor Simkhovitch main- 
tained. Moreover, some of the interpretations of the critic himself are of an 
exceedingly questionable character. Nevertheless it must be admitted that, 
even though Rubinow does not vindicate the prophecy of Marx, he does point 
to very real defects in the statistics of his opponent. There is in the book another 
invective of an unscientific order that is rather more amusing than instructive. 


Economic Notes on English Agricultural Wages. By REGINALD LENNARD. 
London: Macmillan, 1914. 8vo, pp. xi+154. $1.40. 

In this treatise the author seeks “to answer the question, whether it is 
possible to raise agricultural wages in England without the advantages of the 
change being outweighed by disadvantageous consequences.” After a brief 
survey of the conditions determining agricultural wages today in England, and 
of the expectations of profit which obtain in agricultural industry, the author 
tries to show that agricultural labor in England is peculiarly cheap, and that 
“‘the dearest labor in agriculture is cheaper than the dearest labor in other 
industries” (p. 64). His conclusion is definite and positive. The increase in 
wages must be based on the legal minimum rate, because of the lack of bar- 
gaining power and of the excessive supply of agricultural labor. The evils 
arising from the establishment of minimum wage by law may be mitigated 
by the introduction of supplementary measures. Although the author does 
not try to solve all the difficulties arising from the minimum wage-rate by law 
he well supports his points with both facts and arguments. 


Concentration and Control. By CHARLES R.VANHuIsE. Revised edition. 
New York: Macmillan, 1914. 8vo, pp. xiii-+-298. $2.00. 

The only changes the author has introduced in this new edition are reports 
of two or three recent court decisions, and a résumé of the Covington and 
Clayton bills pending before Congress at the time he wrote. He puts the stamp 
of his disapproval on the “class legislation” of the latter, and advocates 
legislative definition of “restraint of trade.” 

















